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SECURITIES ACT OF 1933 
Release No. 6115/August 30, 1979 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16149/ August 30, 1979 


Publication for Comment of Existing Guides for 
Statistical Disclosure by Bank Holding Companies 


ACTION: Request for public comment on existing 
staff guidelines for statistical disclosure by bank 
holding companies. 


SUMMARY: The Commission is requesting com- 
ments on the quality and desirability of disclosure 
made under the existing Guides for ‘‘Statistical Dis- 
closure by Bank Holding Companies.'’ These com- 
ments are requested to fulfill the Commission's 
undertaking expressed at the time the Guides were 
promulgated to review the experience of registrants 
and users of the information to see whether the new 
disclosures are necessary and appropriate. 


DATE: Comments must be received on or before 
October 30, 1979. 


ADDRESS: All communications on the matters dis- 
cussed in this release should be submitted in tripli- 
cate to George A. Fitzsimmons, Secretary, Securities 
and Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Comments should refer to 
File No. S7-797 and will be available for public 
inspection at the Commission’s Public Reference 
Room, 1100 L Street, N.W., Washington, D.C. 
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FOR FURTHER INFORMATION CONTACT: William 
H. Carter, Office of Disclosure Policy and 
Proceedings (202-272-2604), or Charles A. Oglebay, 
Office of Chief Accountant (202-272-3243), Division 
of Corporation Finance, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. 


SUPPLEMENTARY INFORMATION: The Securities 
and Exchange Commission today requested public 
comments on the quality and desirability of disclosure 
made under the existing Guides 61 and 3, ‘’Statistical 
Disclosure by Bank Holding Companies,’’ of the 
Guides for the Preparation and Filing of Registration 
Statements under the Securities Act of 1933 [15 
U.S.C. 77a et seq.] and of the Guides for the Prepar- 
ation and Filing of Reports and Proxy and 
Registration Statements under the Securities Ex- 
change Act of 1934 [15 U.S.C. 78a et seq.]. At the 
time Guides 61 and 3 (the ‘“Guides’’) were published! 
the Commission stated that the experience of regis- 
trants and users of the information would be 
reviewed to see whether the new disclosures made 
under the Guides are necessary and appropriate. The 
purpose of this release is to implement that review 
function. 


Background of Guides 


Guides 61 and 3 are intended to provide registrants 
with a convenient reference to the statistical dis- 
closures sought by the staff of the Division of Cor- 
poration Finance in registration statements and other 
disclosure documents filed by bank holding com- 
panies. They are not Commission rules nor do they 
bear the Commission's official approval. 


In the preparation of the Guides, the staff was mind- 
ful of the investor’s need to assess uncertainties and 
the investor’s need for substantial and specific dis- 
closure about changes in risk characteristics of loan 
portfolios. See Accounting Series Release No. 166 
(December 24, 1974) (40 FR 2678, January 15, 1975). 
Accordingly, the Guides call for extensive disclosure 
about loan portfolios and related items in filings by 
bank holding companies. In addition, many of the 
suggested disclosures are intended to provide infor- 
mation to facilitate analysis and comparison of 
sources of income and exposure to risks. Such 
information assists investors in evaluating the poten- 
tial impact of future economic events upon a regis- 





Securities Act of 1933 Release No. 5735 (August 31, 
1976) (41 FR 39007). 





trant’s business and earnings and in assessing the 
ability of a bank holding company to move into or out 
of situations with favorable or unfavorable risk/return 
characteristics. 


The Guides are intended to apply only to the descrip- 
tion of business portion of a bank holding company 
registration statement, proxy statement or report. Al- 
though the Guides describe certain information that 
should be disclosed, they do not purport to be all 
inclusive and in no way limit the type of information 
required. Appropriate disclosure must always depend 
on the individual facts and circumstances concerning 
each registrant. 


Inquiries 


The Commission invites comments on all aspects of 
Guides 61 and 3. Comments are also requested on 
the following specific matters: 


General 


1. Recognizing that the Guides were designed to 
provide, in the Commission’s judgment, both the 
minimum information needed for the protection of 
investors and the minimum needed to analyze bank 
holding companies on a comparative basis, what, if 
any, information could be deleted or simplified 
without impairing the Guides’ utility? 


2. What information, if any, could be added to the 
Guides to enhance their utility? 


3. Should the provisions be expanded so that 
compliance with the Guides would result in full com- 
pliance with items 1 and 2 of Regulation SK which 
are concerned with ‘Description of business’’ and 
“Description of property,’’ respectively? 


4. In lieu of requiring information to be presented 
almost uniformly for a ‘‘reported period,’’ what items 
under the Guides could be presented for shorter 
periods without loss of significance? [A “reported 
period” is defined as the latest five years and any 
interim period and any additional period which may 
be appropriate. | 


5. What specific additional burdens and identifiable 
expenses are incurred by registrants in complying 
with the Guides? What particular benefits have been 
realized as a result of the promulgation of the Guides? 


6. What changes, if any, have the Guides had on 
operating procedures and substantive business con- 
duct of bank holding companies? 


Specific 


7. What benefits are derived from the five year 
average balance sheet provision of Item | (Distri- 
bution of Assets, Liabilities and Stockholders’ 
Equity)? Is it necessary to provide both average dollar 
amounts and percentages? Could this requirement be 
combined with Item VII A (Interest Rates and Interest 
Differential)? 


8. When discussing a tax equivalent presentation, 
should an explanation be furnished for material shifts 
in the tax-free investment portfolio where such 
material shifts have occurred during the period being 
discussed? 


9. Should the 60 day past-due period for determining 
nonperforming loans, as found in Item Ill C (Loan 
Portfolio, Nonperforming Loans), be revised? 


10. What changes, if any, could be made in Item Ill 
(Loan Portfolio) and Item IV (Summary of Loan Loss 
Experience) to better illustrate any risks or uncertain- 
ties in the loan portfolio? For example, would a nar- 
rative discussion of risks by type of loan in the port- 
folio be an appropriate alternative to the breakdown 
of the loan loss reserve by category of loan and, if so, 
what specific type of information should be included 
in the narrative discussion? 


11. Should Item V (Deposits) be revised to include a 
separate category for time certificates of deposit 
which bear interest at a rate based upon the weekly 
sale of Treasury bills or upon some other govern- 
mental rate or index? 


12. Should there be any additions to or deletions 
from the ratios included under Item VI (Return on 
Equity or Assets)? 


13. Would it be more appropriate to include the 
information under Item VII (Interest Rates and 
Interest Differentials) on a condensed basis as part of 
the management's discussion and analysis? 


14. Should the use of tax equivalent adjusted infor- 
mation in connection with the presentation of 
information called for by the Guides or otherwise in a 
report or registration statement be limited to state- 
ments or schedules which present only adjusted net 
interest income after provision for loan losses? 


The Commission is aware that differences in presen- 
tation currently exist between certain items of the 
Guides and ASrticle 9 of Regulation S-X. Any future 
revision of the Guides is expected to resolve these 
differences by adopting the approach of Article 9. 
Accordingly, in commenting upon the Guides inter- 
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ested parties need not point out this type of problem. 
In addition, the Division of Corporation Finance is 
presently considering the requirements of Article 9 of 
Regulation S-X with respect to the reporting of loans 
to certain ‘“‘insiders’’ as a separate issue from the re- 
considerastion of Guide 61. Accordingly, the 
Commission is also not requesting comments on the 
reporting of loans to such persons at this time. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 6116/August 31, 1979 


INVESTMENT COMPANY ACT OF 1940 
Release No. 10852/ August 31, 1979 


Advertising by Investment Companies 
ACTION: Final Rules. 


SUMMARY: The Commission is adopting a rule 
which permits a new type of investment company 
advertising, in the form of an ‘‘omitting’’ prospectus, 
subject to certain restrictions and conditions. It is also 
adopting two amendments to existing rules. One 
amendment removes the restriction limiting the use 
of certain information in tombstone advertisements 
by investment companies to companies whose regis- 
tration statements under the Securities Act of 1933 
have become effective, and the other modifies a filing 
requirement with respect to advertisements under the 
new rule being adopted herein. 


EFFECTIVE DATE: August 31, 1979 


FOR FURTHER INFORMATION CONTACT: Stanley 
B. Judd, Division of Investment Management, 
Securities and Exchange Commission, Washington, 
D.C. 20549 (202-755-0213.) 
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SUPPLEMENTARY INFORMATION: Notice is hereby 
given that the Securities and Exchange Commission 
has adopted a rule under the Securities Act of 1933 
(the ‘1933 Act’’) [15 U.S.C. 77a et seq.] permitting 
any investment company which is registerd under the 
Investment company Act of 1940 (the ‘1940 Act’’) 
[15 U.S.C. 80a et seq.], and which is selling or pro- 
posing to sell its securities under a registration state- 
ment filed under the 1933 Act, to advertise with 
respect to the securities referred to in such a registra- 
tion statement so long as the advertisement (1) 
appears in a bona fide newspaper or magazine or on 
radio or television, (2) contains only information the 
substance of which is included in the company’s full 
prospectus, (3) states conspicuously from whom a 
prospectus containing more complete information 
can be obtained and that an investor should read that 
prospectus carefully before investing, and (4) if used 
prior to effectiveness of the registration statement, 
contains the statement required by Rule 433(b) [17 
CFR 230.433(b)] under the 1933 Act. 


The Commission also has adopted an amendment to 
Rule 134 [17 CFR 230.134] under the 1933 Act, con- 
cerning ‘‘tombstone’’ advertisements. The amend- 
ment removes the prohibition presently contained in 
that rule with respect to the use by investment 
companies, during the time between the filing of a re- 
gistration statement and the time such statement 
becomes effective, of an advertisement containing 
information that the rule formerly permitted only after 
the registration statement had become effective. In 
addition, the Commission has adopted an amend- 
ment to Rule 424 [17 CFR 230.424] under the 1933 
Act to provide that advertisements pursuant to the 
new rule being adopted herein need not be filed as 
part of the company’s registration statement. 
However, such advertisements must otherwise be 
filed in accordance with Rule 424. 


1. BACKGROUND 


The adoption of new Rule 434d and the amendment 
of Rule 134 were proposed in Release Nos. 33-5833, 
IC-9811 on June 3, 1977.1 


The notice invited interested persons to submit views 
and comments on the proposed rule and the 
proposed amendment. 


New Rule 434d was proposed primarily to permit in- 
vestments companies to publish advertisements con- 
taining a broader range of information than is per- 
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mitted in tombstone advertisements under Rule 134, 
thereby assisting investors in considering alternative 
investment opportunities. In this regard, the Com- 
mission noted in the release containing the proposed 
rule that institutions such as savings and loan com- 
panies and insurance companies, which compete 
with investment companies for investor interest are 
not subject to the same advertising limitations as in- 
vestment companies and thus existing limitations on 
investment company advertising may have had the 
effect of restricting the availability to investors of in- 
formation about all relevant investment possibilities. 
The amendment to existing Rule 134 was intended to 
remove a seemingly unnecessary restriction as to the 
time when tombstone advertisements under that rule 
could be used. 


The proposed new Rule 434d was the subject of con- 
siderable controversy, but upon consideration of the 
public comments the Commission has determined to 
adopt that rule with certain modifications. In con- 
nection with the adoption of Rule 434d, the Com- 
mission is also adopting an amendment to a filing 
requirement contained in existing Rule 424. The 
proposed amendment to Rule 134 was the subject of 
relatively little comment, and the Commission has 
determined to adopt that admendment as proposed. 
The Commission's determinations with respect to 
these matters are discussed below. 


1. New Rule 434d 


Although none of the commenters opposed an easing 
of the restrictions on investment company adver- 
tising, a number of commenters argued that pro- 
posed Rule 434d was not the proper vehicle to 
accomplish this purpose. Specifically, commenters 
objected to the fact that advertisements under a rule 
adopted pursuant to Section 10(b) of the 1933 Act 
would constitute prospectuses for purposes of the 
1933 Act, and prospectus liability could result from 
false or misleading statements of material fact in such 
advertisements. As an alternative, it was suggested 
that expanded investment company advertising be 
permitted pursuant to Section 2(10)(b) of the 1933 
Act. Section 2(10)(b) provides an exception to the 
definition of ‘‘prospectus’’. Advertisements pursuant 
to a rule under that section would not be subject to 
the provisions of, inter alia, Section 12(2) of the 1933 
Act, which provides a civil remedy for investors who 
purchase securities as a result of a false or misleading 
prospectus. 


The Commission is not persuaded that amendment of 
its rules under Section 2(10)(b) to permit mutual fund 
advertisements to contain significantly more infor- 
mation than is presently permitted in ‘‘tombstone”’ 
advertisements pursuant to Rule 134 under that 


section would be consistent with the protection of 
investors. Thus, apart from the legal question of 
whether the Commission would have the authority to 
permit ‘‘tombstone”’ advertisements to include 
information on performance, for example, with no 
prospectus liability for false or misleading adver- 
tisements, the Commission does not believe that rule 
making under Section 2(10)(b) is a reasonable alter- 
native to adoption of proposed Rule 434d as a means 
of significantly expanding the range of permissible 
investment company advertising and thereby 
enabling investors to be more fully informed as to 
available investment alternatives. Furthermore, since 
the rule is permissive, obviously investment 
companies need not make use of the rule if they do 
not choose to do so. In this regard, in order to make 
clear that the rule does not, to any extent, supplant 
Rule 134, the rule explicitly provides that it does not 
apply to advertisements which are excepted from the 
definition of prospectus by Section 2(10) of the Act 
and Rule 134 thereunder. Conversely, an adver- 
tisement which contains information beyond that 
permitted under Rule 134 is a prospectus under 
current law and the rule adopted herein will not alter 
that status. Such a prospectus may qualify under 
Rule 434d, however, if the provisions of that rule are 
met. Accordingly, the Commission has determined to 
adopt proposed Rule 434d with the modificaitions 
discussed below. 


In response to comments, the Commission has 
decided to eliminate the proposed requirement that 
advertisements under the rule not exceed 600 words. 
That limitation had been designed to keep 
advertisements under the rule from being so long that 
the advertisement, rather than the Section 10(a) 
prospectus, might be viewed as the primary sales 
document for mutual fund shares. However, after 
consideration the Commission now believes that the 
expense of advertising will function as a deterrent to 
unduly long advertisements, and that the 600 word 
limit therefore is not needed. 


The Commission has also decided to modify the 
proposed requirement that all advertisements 
pursuant to Rule 434d appear in a ‘newspaper or 
magazine of general circulation.” Specifically, the 
Commission has determined that it would be 
inappropriate not to permit advertisements under the 
rule from being carried on radio or tgelevision, and 
the ruie as adopted therefore permits advertisements 
on radio and television subject to the same conditions 
that apply to advertisements in print media. 


In addition, with respect to advertisements in print 
media, the rule as adopted omits the “general circu- 
lation’’ requirement and instead contains a 
requirement that the newspaper or magazine be 
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“bona fide.’’ The purpose of the proposed ‘‘general 
circulation” limitation was to preclude the use of the 
rule for advertisements sent by direct mail. Direct 
mail advertisements may have a greater potential 
than newspaper or magazine advertisements for 
supplanting the full Section 10(a) prospectus as the 
primary selling document.* However, it appears from 
some public comments that the ‘general circulation’’ 
limitation might be interpreted as excluding publi- 
cations with a limited circulation, such as professional 
journals. The substitution of the ‘‘bona fide” limita- 
tion for the ‘‘general circulation’ limitation is 
intended to make clear that advertisements under the 
rule may appear in any legitimate publication, in- 
cluding a specialized one. 


Certain commenters objected to the rule’s limitation 
of advertising content to information the substance 
of which is contained in the investment company’s 
Section 10(a) prospectus. Any expansion of invest- 
ment company advertising by means of a rule 
promulgated under Section 10(b) of the 1933 Act 
must contain this limitation, however, because 
Section 10(b) provides authority only for a prospectus 
which “‘omits in part’ or ‘‘summarizes’’ information 
in the Section 10(a) prospectus. Some of the 
commenters objecting to this limitation suggested 
that more guidance be given regarding what infor- 
mation would be permitted in advertisements under 
the rule. The intent of the limitation is to ensure that 
all material facts included in advertisements under the 
rule appear in the company’s Section 10(a) pros- 
pectus. Precise tracking of the language used in the 
Section 10(a) prospectus is not required. Moreover, 
items such as headlines, logos, or pictures in printed 
advertisements, and music or pictures in broadcast 
advertisements, can be used even though they are 
not part of the Section 10(a) prospectus, so long as 
they do not contain material facts not included in the 
Section 10(a) prospectus. 


Some commentators requested that the Commission 
indicate what information should be included in an 
advertisement under Rule 434d in order to make the 
advertisement not misleading. The question of 
whether a particular advertisement omits material 
facts necessary to make the statements made not 
misleading will depend upon the content of such 
statements and guidance as to what additional infor- 
mation would be necessary in each case to make the 
particular statement made not misleading is, 





2Sales literature may be sent by direct mail under 
Section 2(10)(a) of the 1933 Act. Such sales litera- 
ture, however, must be accompanied or preceded by 
a full prospectus. 
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therefore, not possible. However, the Commission 
has proposed an interpretative rule which would give 
general guidance as to some types of representations 
or presentations in investment company sales litera- 
ture which might be misleading. 


The Commission notes that, under Section 12(2), 
only an untrue statement of material fact, or an 
omission of a material fact necessary to make the 
statements made not misleading, gives rise to possi- 
ble liability. Accordingly, an advertisement which 
contains only statements that are true, and does not 
omit facts needed to make those statements not mis- 
leading, would not provide a basis for liability under 
Section 12(2) merely because facts which were 
included in the full prospectus were not included in 
the advertisement. 


The Commission has decided to eliminate the filing 
requirement contained in Rule 434d when it was sub- 
mitted for public comment. Because advertisements 
under the rule will be prospectuses, they will be sub- 
ject to the filing requirements of the Commission's 
existing Rule 424 under the 1933 Act, and a separate 
filing requirement in the new rule does not appear 
necessary. 


Section 10(b) provides, however, that a prospectus 
permitted thereunder shall be filed as part of the 
registration statement unless the Commission pro- 
vides otherwise. The Commission is exempting 
prospectuses permitted under the new rule from the 
requirements that they be filed as part of the regis- 
tration statement for two reasons. The first is that all 
material facts included in such a prospectus are 
required to be included in the registration statement. 
The second is that if such a prospectus were filed as 
part of the registration statement, it would constitute 
an amendment to that statement which would not 
become effective until clearance by the Commission. 
This could result in unnecessary delays in the use of 
advertisements. Furthermore, the Commission is 
amending Rule 424 to provide that the requirement of 
subsection (a) of that rule that prospectuses used 
prior to the effective date of a company’s registration 
statement be filed as a part of the registration 
statement will not apply to advertisements under the 





3Release Nos. 33-6034, 34-15621, and IC-10621, 
March 8, 1979, 44 FR 16935. 





new rule. It should be noted that a filing pursuant to 
Rule 424 also will satisfy the filing requirement for 
sales literature contained in Section 24(b) of the 1940 
Act. 


2. Amendment of Rule 134 


The proposed modification of Rule 134 would allow 
tombstone advertisements by investment companies 
to contain certain information prior to the effective 
date of the company’s registration statement under 
the 1933 Act, which information may presently be 
used only after the effective date of the registration. 
This amendment was addressed by only three 
commenters, two of whom supported it and the 
other of whom opposed it. The sole objection to the 
proposed amendment was based on an assertion that 
staff review of registration statements often results in 
changes in the disclosures and even in the basic 
concepts of the registrant. The Commission believes 
that, although changes in registration statements and 
prospectuses frequently are made as a result of staff 
review and comments, such changes are unlikely to 
affect items permitted to be included in tombstone 
advertisements. Even companies with effective 
registration statements occasionally make significant 
changes in their modes of operation, and this 

ormally does not cause serious problems with their 
advertising copy. Moreover, even if changes were 
made in the registration statement which altered the 
accuracy of information contained in a company’s 
advertisements, the company would have an oppor- 
tunity to correct these inaccuracies prior to sale of 
shares to prospective investors. since no sales could 
be made until the registration statement became 
effective. 


It should be noted that the modification of Rule 134 
does not result in any change in the permissible con- 
tent of tombstone advertisements by investment 
companies. All information permitted to be used in a 
tombstone advertisement during the ‘‘waiting period” 





4The amendment to Rule 424 was not proposed for 
comment as such. However, Rule 434d provides that 
advertisements under the rule need not be filed as 
part of the registration statement, and the fact that 
Rule 424 is being amended to conform to that pro- 
vision of Rule 434d represents only a_ technical 
change from the proposed rule. For this reason, and 
because the amendment to Rule 424 imposes no 
» burden upon any person, the Commission finds that 

notice and public procedure upon the amendment to 
Rule 424 as such are unnecessary. 


under the amended Rule 134 is information that can 
be used at a later date in such advertisements under 
the existing rule. The present restriction on “waiting 
period’’ advertisements applies only to investment 
companies, since only such companies may use the 
expanded tombstone advertisements provided for in 
Rule 134(d)(3)(iii). There does not appear to be any 
compelling reason to disallow advertising which 
otherwise complies with Rule 134 during an invest- 
ment company’s ‘‘waitirg period.” 


STATUTORY AUTHORITY: Sections 2(10), 10(b), 
10(c), 10(d), 10(f), and 19(a) of the 1933 Act [15 
U.S.C. 77b(10), 77j(b), 77j(c), 77j(d), 77j(f), and 
77s(a)). 


In consideration of the foregoing, the Commission 
hereby amends Part 230 of Chapter II of Title 17 of 
the Code of Federal Regulations as follows: 


1. In 8230.134, paragraph (a)(3)(iii) is amended by 
deleting the words “whose registration statement 
under the Act is effective’ immediately preceding 
paragraph (A). 


2. Paragraph (a) of 8230.424 is amended to provide 
as follows: 


§230.424 Filing of prospectuses, number of copies. 


(a) Five copies of every form of prospectus 
sent or given to any person prior to the effec- 
tive date of the registration statement which 
varies from the form or forms of prospectus 
included in the registration statement as filed 
pursuant to §230.402(a) of this chapter shall 
be filed as a part of the registration statement 
not later than the date such form of prospec- 
tus is first sent or given to any 
person: Provided, however, That an invest- 
ment company advertisement which is 
deemed to be a prospectuS pursuant to 
§230.434d of this chapter and which is 
required to be filed pursuant to this para- 
graph shall not be filed as part of the regis- 
tration statement. 


* * 


3. By adding a new 8230.434d, to provide as follows: 


§230.434d Advertisement by an investment company 
as satisfying requirements of section 10. 


(a) An advertisement, other than one excepted from 
the definition of prospectus by section 2(10) of the 
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act and rule 134 thereunder, shall be deemed to be a 
prospectus under section 10(b) of the act for the 
purpose of section 5(b)(1) of the act if 


(1) It is with respect to an _ investment 
companyregistered under the Investment 
Company Act of 1940 which is selling or pro- 
posing to sell its securities pursuant to a re- 
gistration statement which has been filed 
under the act. 


(2) It appears in a bona fide newspaper or 
magazine or is used on radio or television, 


(3) It contains only information the sub- 
stance of which is included in the section 
10(a) prospectus, 


(4) It states, conspicuously, from whom a 
prospectus containing more complete infor- 
mation may be obtained and that an investor 
should read that prospectus carefully before 
investing, and 


(5) It contains the statement required by 
§230.433(b) when used prior to effectiveness 
of the company’s registration statement. 


(b) An advertisement made pursuant to paragraph 
(a) of this section need not contain the statement re- 
quired by 8230.425. 


(c) An advertisement made pursuant to paragraph 
(a) of this section need not be filed as part of the 
registration statement filed under the Act. NOTE: 
Such advertisements must, however, be otherwise 
filed in accordance with the requirements of 
§230.424. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21204/ August 31, 1979 


INVESTMENT COMPANY ACT OF 1940 
Release No. 10853/ August 31, 1979 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 697/ August 31, 1979 


Update of Listing of Certain Regulatory Matters 


ACTION: Publication of Updated Listing 


SUMMARY: The Securities and Exchange Commis- 
sion has determined to publish an update of its March 
22, 1979 listing of anticipated major rulemaking and 
related regulatory matters likely to be considered by 
the Commission during the balance of 1979. The 
earlier listing appears in Securities Act Release No. 
6040 (March 22, 1979) (44 FR 20354). 


FOR FURTHER INFORMATION CONTACT: Christine 
Delaney, Office of the Secretary, Securities and Ex- 
change Commission, 500 North Capitol Street, 
Washington, D.C. 20549, (202) 272-2600. 


SUPPLEMENTARY INFORMATION: 


On March 22, 1979, the Commission published a list- 
ing of anticipated major rulemaking and related regu- 
latory matters. Since that time, the Commission has 
taken action on a number of the items listed, and 
additional matters, not included last March, have 
come under consideration. Accordingly, the Commis- 
sion has determined that the publication of an 
updated version of its listing would be useful to the 
public. 


As the Commission noted in Securities Act Release 
No. 6040, any listing of this nature is necessarily 
based upon priorities at the time of publication. Be- 
cause the Commission must respond to the develop- 
ments in the capital markets, changes in economic 
conditions, new Congressional priorities, and similar 
circumstances not easily predictable, no such listing 
can be definitive. Additionally, this listing does not in- 
clude matters which, although under consideration, 
have not yet evolved to a point in the deliberative 
process where public Commission action may be 
anticipated. Accordingly, while the Commission 
believes that the information contained herein will be 





of use to interested persons, those affected by the 
Commission action should not rely solely upon this 
document. 


This updated listing follows the sections utilized in 
Securities Act Release No. 6040. Significant changes 
and developments concerning each of the items in 
that release are set forth below and numbered so as 
to correspond to the earlier release; a more complete 
description of these items may be found in Securities 
Act Release No. 6040. In addition, certain new 
matters are included at the end of each section. 


* * * * 


A. Significant Initiatives in the Areas of Capital 
Formation and Corporate Disclosure 


1. Tender Offer Rule Proposals. The 
Commission has proposed rules which would 
provide specific filing and disclosure 
reuirements, and additional substantive 
regulatory protection, for public investors 
with respect to certain cash tender offers and 
exchange tender offers. In addition, these 
proposals embody antifraud provisions which 
would apply to all tender offers. The staff is 
actively engaged in analyzing the public 
comments on these proposals, and the 
Commission will consider the proposed rules 
further following completion of that review. 
For further information, see Securities Act 
Release No. 6022 (February 5, 1979) (44 FR 
9956). 


2. Proposed Rules Concerning Activities 
of Public Companies Which Seek to 
Become Private Corporations. The Com- 
mission recently adopted Rule 13e-3 and 
Schedule 13E-3 to provide disclosure require- 
ments and antifraud provisions with respect 
to ‘‘going private’ transactions. Certain 
amendments to Rule 13e-3 and Schedule 
13E-3 were proposed for comment concur- 
rently with the adoption of rule and schedule. 
These proposals would require an issuer or 
an affiliate engaging in a “going private” 
transaction to disclose projections of 
revenues, income and earnings per share, 
prepared by or on behalf of the issuer during 
the preceding 18 months, which have been 
furnished to lenders or to persons who have 
provided certain reports, opinions or apprai- 
sals which are materially related to the 
transaction. For further information, see 
Securities Act Release Nos. 6100 (August 2, 
1979) (44 FR 46736) and 6101 (August 2, 
1979) (44 FR 46748). 


3. Small Business Capital Formation. As 
a result of the staff's continuing analysis of 
the file developed during its small business 
hearings, the Commission expects to 
consider staff proposals concerning a special 
limited offering exemption for small busines- 
ses, a general revision of the Regulation A 
exeinption, and the classification of issuers 
for Securities Exchange Act reporting 
purposes. For further information, see 
Securities Act Release No. 6049 (April 3, 
1979) (44 FR 21562). 


4. Corporate Governance. As a result of 
its Ongoing comprehensive study of issues 
relating to corporate governance, the Com- 
mission, in December 1978, adopted rules to 
expand and supplement disclosures made to 
shareholders in proxy statements. These 
rules are intended to provide investors with 
enhanced information on the structure, 
composition and function of corporate 
boards of directors. At the time these rules 
were adopted, the Commission's staff was 
directed to monitor carefully the quality of 
the disclosures made in order to determine 
whether amendments would be appropriate. 
In light of the staff review to date, as well as 
the volume of requests for interpretive 
advice received during the recently com- 
pleted proxy season, the staff intends to re- 
commend the publication of a release provid- 
ing certain interpretive views of the Division 
of Corporation Finance and requesting ad- 
ditional comments on the operation of the 
proxy rules. [See a/so Item No. 10,/nfra, 
this section.] In addition, the Commission 
anticipates that a staff report on corporate 
governance issues will be completed in early 
1980. 


5. Projections. This proceeding was com- 
pleted with the adoption of rules providing a 
“safe harbor’ from liability under Federal 
securities laws for certain management 
projections of revenues, income and earnings 
per share. For further information, see 
Securities Act Release No. 6084 (June 25, 
1979) (44 FR 38810). 


6. Form 10-K. In its report to the 
Commission in November 1977, the Advisory 
Committee on Corporate Disclosure recom- 
mended revisions to the annual report filed 
pursuant to Section 13(a) of the Securities 
Exchange Act on Form 10-K. The Commis- 
sion subsequently published a release 
requesting comments on Form 10-K and on 
the proposed revised format recommended 
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by the Advisory Committee. The staff 
anticipates recommending to the Commis- 
sion revisions to Form 10-K and related rules 
before the end of 1979. For further informa- 
tion, see Securities Exchange Act Release 
No. 15068 (August 16, 1978) (43 FR 37460). 


New Matters 


7. Statistical Disclosure by Bank 
Holding Companies. At the time the Com- 
mission issued Guides 61 and 3, it stated that 
the experiences of registrants and users of 
the information would be reviewed to see 
whether the new disclosures made under the 
Guides are necessary or appropriate. The 
Commission has just issued a release imple- 
menting that review process by requesting 
comments from interested parties on the 
Guides. For further infromation, see 
Securities Exchange Act Release No. 6115 
(August 30, 1979). 


registered issuers and their counsel, as well 
as disclosure about resignations or dismissals 
of an issuer’s legal counsel. The public 
comment period expires September 30, 1979. 
For further information, see Securities 
Exchange Act Release No. 16045 (July 25, 
1979) (44 FR 44881). 


10. Proxy Rule Amendments. As a further 
result of its ongoing corporate governance 
study, the Commission recently proposed for 
comment amendments to its proxy rules, 
including provisions relating to the format of 
proxies, that are intended to provide for 
greater participation by shareholders in the 
corporate electoral process and greater op- 
portunities for shareholders to obtain infor- 
mation and advice with respect to matters on 
which they vote. [See a/so Item No. 4, supra, 
this section.] For further information, see 
Securities Exchange Act Release No. 16104 
(August 13, 1979) (44 FR 48938). 


B. Significant Initiatives Affecting Regulation 
of the Securities Markets and the Securities 
Industry 


8. Proposed Guidelines for Disclosure by 
Electric Gas and Utility Companies. The 


Commission recently issued for comment 
proposed staff guidelines for disclosure in 
registration statements and reports filed by 
electric and gas utility companies. These 
proposed guidelines were developed in 
response to the recommendation of the Ad- 
visory Committee on Corporate Disclosure 
that the Commission develop disclosure 
guidelines for specific industries with the re- 
quirements for each reflecting the particular 
characteristics of the industry under 
consideration. The proposed guidelines, 
which are intended to improve the quality of 
the disclosure contained in various docu- 
ments filed by electric and gas utility com- 
panies, reflect practices presently followed 
by the Commission’s Division of Corporation 
Finance and a number of suggestions derived 
from the public comments. The comment 
period on the proposed guidelines expires on 
September 24, 1979. For further information, 
see Securities Act Release No. 6085 (June 
25, 1979) (44 FR 38792). 


9. Relationships Between Attorneys 
and Registrants. The Commission has re- 
quested written comments on a rulemaking 
petition submitted by the Institute for Public 
Representation. The petitioner's proposal 
would require disclosure of certain informa- 
tion concerning the relationships between 
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1, Rule 15c3-1. The staff is continuing its 
study of the “‘net-capital rule’ and intends to 
recommend to the Commission proposed 
amendments to Rule 15c3-1 early in 1980. 


2. National Market System. The Com- 
mission recently has proposed several rules 
under the Securities Exchange Act designed 
to govern aspects of the national market sys- 
tem. Proposed Rule 19c-3 would amend the 
rules of national securities exchanges which 
iimit or condition the ability of their members 
to engage in over-the-counter transactions in 
certain exchange traded securities. The Com- 
mission held six days of public hearings on 
this proposal and expects to consider shortly 
whether to adopt the rule. For further infor- 
mation, see Securities Exchange Act Release 
No. 15769 (April 26, 1979) (44 FR 26688). 


In addition, the Commission has proposed 
several rules under Section 11A of the 
Securities Exchange Act which are designed 
to facilitate the development of a national 
market system. 


a. Proposed Rule 11Ac1-3 is intend- 
ed to provide protection for all dis- 





played public limit orders by requir- 
ing satisfaction of those orders at 
their limit prices, or under certain cir- 
cumstances, the transaction price. 
For further information, see Securi- 
ties Exchange Act Release No. 15770 
(April 26, 1979) (44 FR 26692). 


b. Proposed Rule 11Aa2-1 is intend- 
ed to provide procedures for desig- 
nating securities as qualified for trad- 
ing in a national market system and 
would require the dissemination of 
transaction and quotation informa- 
tion with respect to certain over-the- 
counter securities included in the 
system. For further information, see 
Securities Exchange Act Release No. 
15926 (June 15, 1979) (44 FR 36912). 


c. Proposed Rule 11Aa3-1 would 
amend Rule 17a-15, which currently 
governs the operation of the consoli- 
dated transaction reporting system, 
to permit vendors to retransmit the 
entire data stream of transaction 
reports for purposes of creating a 
moving ticker display. For further 
information, see Securities Exchange 
Act Release No. 15250 (October, 
1978) (43 FR 50606). 


d. Proposed Rule 11Ac1-2 would es- 
tablish minimum requirements with 
respect to the manner in which ven- 
dors of securities information display 
transaction and quotation informa- 
tion. For further information, see 
Securities Exchange Act Release No. 
15251 (October 20, 1978) (43 FR 
50615). 


3. Proposed Rule 13e-4 and Schedule 
13E-4. The Commission recently adopted 
Rule 13e-4 and Schedule 13E-4, dealing with 
tender and exchange offers by certain issuers 
and their affiliates for the issuer’s equity 
securities, and intends to propose for 
comment certain amendments to the rule. 
For further information, see Securities Act 
Release No. 6108 (August 16, 1979,) (44 FR 
49406). 


4. Proposed Rule 13e-2. The staff intends 
shortly to make its recommendation to the 
Commission on whether to publish for 
comment a revised version of proposed Rule 
13e-2, under the Securities Exchange Act, 


which would impose restrictions on certain 
issuers and their affiliates repurchasing the 
issuser’s securities in open market trans- 
actions, and related amendments to Rule 
10b-6, also under the Securities Exchange 
Act. 


5. Proposed Rule 10b-21, The staff has not 
yet recommended further action on proposed 
Rule 10b-21, under the Securities Exchange 
Act, which would regulate shortselling prior 
to underwritten offerings, but expects to 
make its recommendation to the Commission 
by the end of 1979. For further information, 
see Securities Exchange Act Release No. 
13902 (December 21, 1976) (41 FR 56542). 


6. Registration Standards for the Regu- 
lation of Clearing Agencies. The staff has 
not yet recommended further action with 
respect to the establishment of registration 
standards for the registration of clearing 
agencies, but expects to make its recom- 
mendation to the Commission by the end of 
1979. 


7. Proposed Rule 17Ad-8. The staff has 
not yet recommended further action on pro- 
posed Rule 17Ad-8, under the Securities 
Exchange Act. The rule would codify the 
existing depository practice of transmitting to 
an issuer, either at regular intervals or at the 
issuer’s request and upon payment of a rea- 
sonable fee to the depository, a listing of per- 
sons on whose behalf the depository holds 
that issuer’s securities. The staff expects to 
make its recommendations to the Commis- 
sion by the end of 1979. For further 
information, see Securities Exchange Act Re- 
lease No. 14493 (February 22, 1978) (43 FR 
8269). 


8. Rule 19b-4. The Commission recently has 
proposed amendments to Rule 19b-4, under 
the Securities Exchange Act. The rule pre- 
scribes procedures to be followed by 
self-regulatory organizations in filing pro- 
posed rule changes and other materials with 
the Commission. The proposed amendments 
are designed to simplify and clarify the re- 
quirements and to facilitate the review of 
proposed rule changes. The Commission 
intends to consider the proposals following 
the completion of the staff review of the 
public comments. For further information, 
see Securities Exchange Act Release No. 
15838 (May 18, 1979) (44 FR 30924). 
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9. Rule 10b-10 and Proposed Rule 
15c2-12. The staff has not yet recommended 
further action on proposed amendments to 
Rule 10b-10 and proposed Rule 15c2-12 
under the Securities Exchange Act. These 
proposals would require brokers, dealers and 
municipal securities dealers to disclose, on 
customer confirmations, the amount of re- 
muneration received by the broker, dealer or 
municipal securities dealer in certain transac- 
tions in debt securities. For further informa- 
tion, see Securities Exchange Act Release 
Nos. 15219 (October 6, 1978) (43 FR 47495) 
and 15220 (October 6, 1978) (44 FR 47538. 


10. Proposed Rule 3a4-1. The staff has not 
yet recommended further action on proposed 
Rule 3a4-1, under the Securities Exchange 
Act, which would provide guidance to 
issuers as to the circumstances under which 
the issuer’s own officers and employees 
would be brokers under the Securities 
Exchange Act if they participated in the sale 
of the issuer’s securities. The staff intends to 
make its recommendations to the Commis- 
sion by early 1980. For further information, 
see Securities Exchange Act Release No. 
13195 (January 21, 1977) (42 FR 5084). 


11. Rule 15b9-2. The Commission recently 
has proposed for comment amendments to 
Rule 15b9-2, under the Securities Exchange 
Act, which would require SECO firms to pay 
an annual assessment to be automatically 
set, unless the Commission determines 
otherwise, at the same level as the corres- 
ponding assessment imposed by the National 
Association of Securities Dealers, Inc. on its 
members. The public comment period 
expires on September 7, 1979. For further 
information, see Securities Exchange Act 
Release No. 16080 (August 3, 1979) (44 FR 
47953). 


12. Rule 15b10-12. The Commission has 
proposed for comment amendments to Rule 
15b10-12, under the Securities Exchange 
Act, which specifies those rules not applic- 
able to municipal securities brokers and 
dealers, in an effort to eliminate duplicate 
regulation of SECO municipal securities 
brokers and dealers. For further information, 
see Securities Exchange Act Release No. 
16018 (July 11, 1979) (44 FR 41832). 
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13. Rule 15c3-4. The staff is continuing to 
study the possibility of proposing a new Rule 
15c3-4, under the Securities Exchange Act, 
which would set forth standards regarding 
the borrowing of securities by brokers and 
dealers. 


14. Proposed Rule 15Bc7-1. The Commis- 
sion will consider, following staff review of 
the public comments, whether to adopt 
proposed Rule 15Bc7-1 to make available to 
the Municipal Securities Rulemaking Board 
copies of reports of examinations, or inform- 
ation contained in examinations, of municipal 
securities brokers and municipal securities 
dealers, subject to limitations designed to 
protect the confidentiality of reports supplied 
to the MSRB. For further information, see 
Securities Exchange Act Release No. 15885 
(May 30, 1979) (44 FR 32616). 


15. Form MSD. The Commission will 
consider, following staff review of the public 
comments, the adoption of amendments to 
Form MSD, the form required to be filed for 
registration as a municipal securities broker 
or municipal securities dealer, to permit the 
use of schedules prepared for bank 
regulatory agencies and otherwise to clarify 
the form. For further information, see 
Securities Exchange Act Release No. 14971 
(July 17, 1978) (44 FR 32309). 


16. Section 12(f) Applications. The staff 
is continuing to study the possibility of 
proposing rules under the Securities 
Exchange Act governing the information to 
be supplied in applications for unlisted 
trading privileges pursuant to Section 12(f) 
and enunciating the standards to be applied 
by the Commission in reviewing such appli- 
cations. 


17. Options Study Recommendations. 

The Commision will consider the steps that 
the self-regulatory organizations are taking to 
comply with certain of the recommendations 
contained in the Special Study of the 
Options Markets, and the steps the Commis- 
sion must take to address certain other 
recommendations. In addition, the Commis- 
sion will consider the most appropriate way 
to terminate the existing moratorium on 
expansion of the standardized options 
markets. For further information, see Securi- 





ties Exchange Act Release No. 15575 
(February 22, 1979) (44 FR 11876). 


18. Underwriting Practices. The National 
Association of Securities Dealers, Inc. filed a 
proposed rule change in June 1978, dealing 
with fixed price underwriting practices. The 
initial impetus for the proposed rule change 
was the Federal district court decision in 
Papilsky v. Berndt [1976-77 Transfer Binder] 
CCH Fed. Sec. L Rep. $95,627 (S.D.N.Y., 
1976). The Commission has scheduled public 
hearings on the NASD proposal to begin in 
September 1979, and will consider what 
action to take with respect to the rule 
proposal after the staff completes its review 
of the public comments and testimony at the 
hearings. For further information, see Securi- 
ties Exchange Act Release No. 15807 (May 9, 
1979) (44 FR 28574). 


C. Significant Initiatives Affecting Investment 
Companies and Investment Advisers 


1. “Start Up’’ Exemptions for Unit 
Investment Trust. This proceeding was 
completed with the adoption of a proposal 
which provides “‘start up’’ exemptions from 
the provisions of the Investment Company 
Act for unit investment trusts. For further 
information, see Investment Company Act 
Release No. 10690 (May 15, 1979) (44 FR 
29644). 


2. Proposed Rule 434d. This proceeding 
was completed with the adoption of Rule 
434d, under the Securities Act, which 
permits the use of ‘‘summary prospectuses” 
by investment companies. For further 
information, see Securities Act Release No. 
6116 (August 31, 1979). 


3. Bearing of Distribution Expenses by 
Mutual Funds. The staff has completed its 
review of the public comments and the 
Commission shortly will consider whether to 
propose a rule under Section 12(b) of the 
Investment Company Act dealing with the 
circumstances under which investment 
companies may finance the distribution of 
their own shares. For further information, see 
Investment Company Act Release No. 10252 
(May 23, 1978) (43 FR 23589). 


4. Rule 17j-1. The staff has not yet made 
its recommendation to the Commission on 
revised Rule 17j-1 under the Investment 
Company Act, which would require invest- 
ment companies to develop codes of ethics 
governing purchases or sales by investment 
company insiders of the same securities held 
or to be acquired by the investment 
company. The staff expects to make its 
recommendations by the end of 1979. For 
further information, see Investment Comp- 
any Act Release Nos. 10162 (March 20, 1978) 
(43 FR 12721) and 10222 (April 28, 1978) (43 
FR 19669). 


5. Rule 10f-3. This proceeding was com- 
pleted with the adoption of amendments to 
Rule 10f-3 under the Investment Company 
Act, which deals with the circumstances 
under which investment companies may 
participate in underwritings in which affiliated 
persons are participating. For further infor- 
mation, see Investment Company Act 
Release No. 10736 (June 14, 1979) (44 FR 
36151). 


6. Proposed Rule 17e-2. This proceeding 
was completed with the adoption of 
proposed Rule 17e-2 as Rule 17e-1 under the 
Investment Company Act to define what is a 
“usual and customary” brokerage fee for 
purposes of Section 17(e)(2)(A) of that Act. 
For further information, see Investment 
Company Act Release Nos. 10740 (June 20, 
1979) (44 FR 37202) and 10741 (June 20, 
1979) (44 FR 37204). 


7. Proposed Rule 154. The Commission 
determined to withdraw proposed Rule 154 
and instead issued an interpretive release 
concerning the circumstances under which 
guaranteed investment contracts issued by 
insurance companies may constitute securi- 
ties requiring registration. For further 
information, see Securities Act Release Nos. 
6050 (April 5, 1979) (44 FR 21656) and 6051 
(April 5, 1979) (44 FR 21626). 


New Matters 


8. Rule 156. The Commission will consider 
whether to adopt a proposed interpretive rule 
concerning investment company sales litera- 
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ture following completion of the staff review 
of the public comments. For further inform- 
ation, see Securities Act Release No. 6034 
(March 8, 1979) (44 FR 16935). 


9. Rule 205-3. The Commission has recent- 
ly invited public comment on proposed Rule 
205-3 under the Investment Advisers Act, 
which would permit certain registered invest- 
ment advisers to business development 
companies to be compensated on the basis 
of a share of net capital gains upon, or net 
capital appreciation of, the funds of the 
business development company. Such 
means of compensation is not currently 
permitted under the Investment Advisers 
Act. Upon completion of the staff review of 
the public comments received, the Commis- 
sion will consider whether to adopt the 
proposed rule. For further information, see 
Investment Advisers Act Release No. 680 
(June 19, 1979) (44 FR 37470). 


. Accounting Related Initiatives 


1. Review of Regulation S-X. In re- 
sponse to a recommendation in the 1977 
Report of the Advisory Committee on 
Corporate Disclosure, the staff has been 
reviewing Regulation S-X, which governs the 
form and content of financial statements filed 
with the Commission, to identify require- 
ments which needlessly duplicate generally 
accepted accounting principles. Before the 
end of 1979, the staff intends to recommend 
to the Commission proposed amendments to 
Regulation S-X to eliminate any such 
duplication. 


2. Management Reports. In its 1978 
Report, the Commission on Auditors’ 
Responsibilities (‘‘Cohen Commission”), a 
commission established by the American 
Institute of Certified Public Accountants, 
encouraged companies to publish reports 
acknowledging the responsibility of manage- 
ment for the representations in financial 
statements and discussed specific areas 
which might be covered by such a report. 
Since that time, there have been various pri- 
vate initiatives directed toward the develop- 
ment of the kind of report by management 
envisioned by the Cohen Commission. While 
the staff is not now planning to recommend 
any initiative in this area during 1979, it 
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intends to follow closely the further efforts of 
the private sector and will consider the need 
to propose rules relating to matters that 
might be included in a management report. 
[See also Item No. 3, infra, this section. ] 


3. Reporting on Internal Accounting 
Control. In April 1979, the Commission 
proposed for comment rules which would 
require the inclusion of a statement by 
management on internal accounting control 
in annual reports on Form 10-K and in annual 
reports to securities holders furnished 
pursuant to the proxy rules. The proposal 
would also require that the statement of 
management be examined and reported on 
by an independent public accountant. 
Following staff review of the public 
comments, the Commission will determine 
whether to adopt the proposed rules. For 
further information, see Securities Exchange 
Act Release No. 15772 (April 30, 1979) (44 
FR 26702). 


4. Presentation in Financial Statements 
of Preferred and Common Stocks. This 
proceeding was completed with the adoption 
of amendments to Regulation S-X to require 
separate balance sheet presentation of 
preferred stocks subject to mandatory 
redemption requirements or whose redemp- 
tion is outside the control of the issuer. For 
further information, see Securities Exchange 
Act Release No. 16047 (July 27, 1979) (44 FR 
23971). 


5. Proposed Oil and Gas Supplemental 
Earnings Summary. In June 1979, the 
Commission reopened the comment period 
on this proposal to allow respondents to 
consider experience in preparing and repor- 
ting valuation information on oil and gas re- 
serves for the year ended December 31, 
1978. Following staff consideration of the 
public comments and the recommendations 
of the Advisory Committee on Oil and Gas 
Accounting, the Commission will consider 
the next appropriate steps to take on the 
proposal. For further information, see 
Securities Act Release Nos. 5969 (August 31, 
1978) (43 DR 40726) and 6080 (June 14, 
1979) (44 FR 36070). 


6. Report on the Accounting Profession. 
The Commission submitted its second Report 
to Congress on the Accounting Profession 
and the Commission’s Oversight Role on 
June 28, 1979. 





New Matters 


7. Scope of Services by Independent 
Accountants. In June 1979, the Commis- 
sion issued an interpretive release setting 
forth its views concerning certain factors 
which accountants, and corporate boards or 
audit committees, should consider in 
assessing the possible effects upon auditing 
independence of accountants in performing 
nonaudit services for publicly-held audit 
clients. If future events indicate that further 
action is appropriate, the Commission will 
reconsider this issue. To facilitate this 
process, the Commission invited public 
omment on the interpretive release. For 
further information, see Securities Act 
Release No. 6078 (June 14, 1979) (44 FR 
36156). 


8. Disclosure Requirements Affecting 
Oil and Gas Producers. In June 1979, the 
Commission proposed an amendment to its 
reporting requirements for oil and gas 
procedures to permit the financial statement 
disclosure of oil and gas reserve information 
required by Regulation S-X to be made in a 
note or separate schedule designated 
“unaudited’’ for fiscal years ending before 
December 26, 1980. Following staff consider- 
ation of the public comments received, the 
Commission will consider this issue. For 
further information, see Securities Act 
Release No. 6079 (June 14, 1979) (44 FR 
36068). 


9. Proposed Rules Concerning Account- 
ants Liability Under Section 11(a) of the 
Securitiés Act of 1933 for SAS No. 24 
Reports. The Commission shortly will 
publish for comment two alternative rules 
which would exclude accountants from 
liability under Section 11(a) of the Securities 
Act for SAS No. 24 reports included in 
Securities Act filings. 


E. Consumer Protection Studies 


1. Predispute Arbitration Clauses in 
Agreements Between Broker-Dealers 
and Their Public Customers. On July 2, 
1979, the Commission issued a release 
cautioning broker-dealers about the use of 


arbitration clauses in customer agreements. 
For further information, see Securities 
Exchange Act Release No. 15984 (July 2, 
1979) (44 FR 40462). 


2. Uniform Arbitration Code. The Com- 
mission has received proposals for a uniform 
arbitration system from the Securities 
Industry Conference on Arbitration, which 
the staff is presently reviewing. In addition, 
proposed rule amendments corresponding to 
these proposals have been filed pursuant to 
Rule 19b-4 by the New York Stock 
Exchange, and other self-regulatory organi- 
zations are expected to file similar proposed 
rule amendments. For further information, 
see Securities Exchange Act Release No. 
16038 (July 18, 1979) (44 FR 43378). 


F. Public Utility Holding Company Act Regula- 
tion 


Annual Report for Service Companies. 
In February 1979, the Commission approved 
a revision to Rule 93 of the Public Utility 
Holding Company Act modernizing the 
Uniform System of Accounts for Mutual and 
Subsidiary Service Companies. This revision 
has necessitated a revision of Rule 94, under 
the Public Utility Holding Company Act 
which requires jurisdictional service compan- 
ies to file an annual report of their financial 
and accounting operations. The staff intends 
to recommend that the Commission propose 
for comment revisions to Form U-13-60, 
under Rule 94. For further information, see 
Public Utility Holding Company Act Release 
No. 20910 (February 2, 1979) (44 FR 8247). 


. Miscellaneous 


Rule Relating to Requests for Confi- 
dential Treatment. The staff is presently 
studying the possibility of proposing for 
public comment rules setting forth formal 
procedures to be followed by persons 
wishing to seek confidential treatment of 
material submitted to the Commission and 
expects to make its recommendation to the 
Commission by the end of 1979. 


SEC DOCKET/233 





By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 6118/September 5, 1979 


TEMPORARY SUSPENSION OF THE REGULA- 
TION A 


EXEMPTION OF HIGH COUNTRY OIL & GAS 


Admin. Proc. File No. 3-5808 


The Securities and Exchange Commission has issued 
an order temporarily suspending the Regulation A 
exemption from registration under the Securities Act 
of 1933 with respect to the offering of 50,000,000 
shares of common stock with an aggregate offering 
price of $500,000 of High Country Oil & Gas 
("issuer’’), 1487 Maple Avenue, Salt Lake City, Utah. 


According to the order, the Commission has reason 
to believe that: (a) the issuer’s Notification and 
Offering Circular contain untrue statements of 
material facts and omit to state material facts 
necessary in order to make the statements made, in 
light of the circumstances under which they were 
made, not misleading, with respect to, among other 
things, the use to which the net cash proceeds to the 
issuer from the sale of the securities were to be used 
and the amount to be used for such purpose, 
including the use of proceeds not required for 
immediate expenditure; (b) the terms and conditions 
of Regulation A have not compiled with, particularly 
with respect to, among other things, the failure of the 
issuer to disclose in its Form 2-A report filed with the 
Commission that the use of the proceeds of the 
offering was contrary to that disclosed in the offering 
circular; (c) the offering was made in violation of 
Section 17(a) of the Securities Act of 1933, as 
amended. 
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SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16149/ August 30, 1979 


SEE 


SECURITIES ACT OF 1933 
Release No. 6115/August 30, 1979 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16150/ August 30, 1979 


Short Sales 


AGENCY: Securities and Exchange Commission. 


ACTION: Interpretation of rule. 


SUMMARY: The Commission issues a release 
explaining that its short sale rule applies to trans- 
actions in reported securities, irrespective of whether 
a transaction occurs on a national securities 
exchange or in the over-the-counter market. 


FOR FURTHER INFORMATION CONTACT: Steph- 
en L. Parker, Room 391, Division of Market Regula- 


tion, Securities and Exchange Commission, 500 
North Capitol Street, N.W., Washington, D.C. 
20549, (202) 272-2890. 


SUPPLEMENTARY INFORMATION: On June 20, 
21, 27, 28, 29 and July 2, 1979, the Commission held 
public hearings to consider the amendment of rules 
of national securities exchanges which limit or 
condition the ability of members to effect trans- 
actions over-the-counter in securities listed and regis- 
tered or admitted to unlisted trading privileges on an 





exchange. ! Specifically, the hearings related to the 
Commission's proposal of Rule 19c-3 under the 
Securities Exchange Act of 1934 (‘Act’), which 
would amend those exchange rules to preclude their 
application to certain securities which were not 
traded on an exchange on April 26, 1979, but fail to 
remain continuously traded on an exchange there- 
after. 


In the course of its public hearings on proposed Rule 
19c-3, several persons, in discussing the possibility of 
disparate regulation of trading on an exchange and 
trading otherwise than on an exchange, appeared to 
be of the view that Rule 10a-1 under the Act, the 
Commission's ‘‘short sale’’ rule, does not apply to 
transactions in listed securities effected otherwise 
than on an exchange (/.e., in the over-the-counter of 
“third’’ market). 


Rule 10a-1 under the Act provides in pertinent part 
that: 


(a) No person shall, for his own account or 
for the account of any other person, effect a 
short sale of any security registered on, or 
admitted to unlisted trading privileges on, a 
national securities exchange, if trades in that 
security are reported pursuant to a consoli- 
dated transaction reporting system declared 
effective under §240.17a-15 of this chapter (a 
“consolidated system’’) and information as 
to such trades is made available in 
accordance with such plan on a real-time 
basis to vendors of market transaction 
information, (i) below the price at which the 
last sale thereof, regular way, was reported 
in such consolidated system, or (ii) at such 
price unless such price is above the next 
preceding different price at which a sale of 
such security, regular way, was reported in a 
consolidated system. 


Pursuant to Rule 17a-15 under the Act, the Commis- 
sion has declared effective a joint industry plan 
(‘‘Plan’’) providing for the creation of a consolidated 
system disseminating transaction information with 





1sSee Securities Exchange Act Release No. 15769 
(April 26, 1979), 44 FR 26689. 


2Rule 10a-1(a). 


respect to certain listed equity securities (“reported 
securities’) to vendors on a real time basis. 
Reported securities include all stocks and long-term 
warrants listed or admitted to unlisted trading 
privileges on the New York Stock Exchange, Inc. 
(‘‘NYSE’’) or American Stock Exchange, Inc. 
(‘“‘Amex’’) on April 30, 1976, all stocks and long term 
warrants listed or admitted to unlisted trading 
privileges on any other exchange which, on April 30, 
1976, met either NYSE or Amex listing standards, all 
stocks and long-term warrants listed or admitted to 
unlisted trading privileges on any exchange after April 
30, 1976, and which substantially meet either NYSE 
or Amex listing standards, and any right to acquire 
any of the foregoing securities which is traded on the 
same exchange as such security. 


As discussed above, the record of the Rule 19c-3 
proceeding indicates that certain persons are 
unaware that Rule 10a-1 applies to all transactions in 
reported securities, whether or not executed on an 
exchange. The Commission is therefore issuing this 
statement to remind members of the investing 
community, particularly broker-dealers and the self- 
regulatory organizations which are responsible for 
their surveillance, of the necessity of compliance with 
Rule 10a-1 under the Act. The Commission 
emphasizes that it is the primary responsibility of 
these self-regulatory organizations, particularly the 
National Association of Securities Dealers, Inc., 
(“NASD”), to assure compliance with all of the 
Commission's rules and regulations and therefore the 
Commission expects each of the exchanges and the 
NASD to take appropriate steps to assure compliance 
with the short sale rule. 


By the Commission. 


George A. Fitzsimmons 


Secretary 








3Securities Exchange Act Release No. 10784 (May 
10, 1974), 39 FR 17799. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16151/August 30, 1979 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY 


AMERICAN STOCK EXCHANGE, INC. 
File No. SR-Amex-79-12 


The American Stock Exchange, Inc. (‘‘Amex’’) 
submitted on August 21, 1979, a proposed rule 
change under Rule 19b-4 to delete Amex Rules 
921.05, 921.06 and 924.01. 


Rule 921.05 provides that before a member organiza- 
tion approves an account for which trading authoriza- 
tion has been granted to a third person who is not an 
employee of the member organization for options 
trading, such organization must obtain written 
evidence of the agent’s authority to act, in particular, 
with respect to options trading. 


Rule 921.06 provides that before a member organiza- 
tion approves an account of an investment partner- 
ship or club for options trading, such organization 
must obtain written evidence of the authority of the 
person to act, in particular, with respect to options 
trading. Further, the member organization must 
obtain current long and short options positions of the 
partners or members of the partnership or investment 
club. 


Rule 924.01 provides that no transactions shall be 
executed which result in an uncovered short position 
in options contracts unless written authorization has 
been provided by the person for whom such account 
is maintained. 


Publication of the submission is expected to be made 
in the Federal Register during the week of September 
3, 1979. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine whether 
the proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 20 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and 
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Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-Amex-79-12. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. 8552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16152/ August 30, 1979 


NOTICE OF FILING OF AMENDED PROPOSED 
RULE CHANGE BY MUNICIPAL SECURITIES RULE- 
MAKING BOARD 


File No. SR-MSRB-77-12 


The Municipal Securities Rulemaking Board 
(‘‘MSRB"’) submitted on August 28, 1979, an 
amended proposed rule change under Rule 19b-4 to 
modify proposed MSRB rule G-23 concerning 
activities of financial advisors to issuers of municipal 
securities. The proposed amendment would eliminate 
the provision in the current proposal that would 
require the financial advisor to an issuer to disclose 
certain information concerning the issue or issuer, 
obtained as a result of the advisory relationship, to 
other securities professionals interested in bidding for 
the issue. The amended proposed rule change was 





originally submitted as part of a series of rules, 
generally known as the MSRB rules of fair practice, 
designed to codify basic standards of fair and ethical 
business practice for municipal securities profes- 
sionals. The Commission approved the MSRB rules 
of fair practice, with certain exceptions including 
proposed rule G-23, in Securities Exchange Act 
Release Nos. 15247 and 15248 (October 19, 1978), 43 
FR 50525 (1978). 


Publication of the submission is expected to be made 
in the Federal Register during the week of September 
10, 1979. In order to assist the Commission to deter- 
mine whether to approve the amended proposed rule 
change or institute proceedings to determine whether 
the amended proposed rule change should be 
disapproved, interested persons are invited to submit 
written data, views, and arguments concerning the 
submission within 21 days from the date of publica- 
tion in the Federal Register. Persons desiring to make 
written comments should file six copies thereof with 
the Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-MSRB-77-12. 


Copies of the submission and all subsequent amend- 
ments and copies of all written statements with 
respect to the amended proposed rule change which 
are filed with the Commission, and all written 
communications relating to the amended proposed 
rule change between the Commission and any 
person, other than those which may be withheld from 
the public in accordance with the provisions of 5 
U.S.C.8552, will be available for inspection and 
copying at the Commission's Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of the 
filing and of any subsequent amendments will also be 
available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16153/ August 31, 1979 


SEE 


SECURITIES ACT OF 1933 
Release No. 6117/ August 31, 1979 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16154/ August 31, 1979 


An order has been issued granting the application of 
the New York Stock Exchange, Inc. to strike the 
Capital Shares (Par Value $1) and Cumulative Income 
Preferred Shares of AMERICAN DUALVEST FUND 
INCORPORATED from listing and registration 
thereon. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16155/ August 31, 1979 


An order has been issued granting the application of 
the American Stock Exchange, Inc. to strike the 
common stock (Par Value $1) of OUTDOOR SPORTS 
INDUSTRIES, INC. from listing and registration 
thereon. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16156/ August 31, 1979 


In the Matter of the Application of 


MIDWEST STOCK EXCHANGE, INC. 


For Unlisted Odd-Lot Trading Privileges in Certain 
Securities 


Securities Exchange Act of 1934 
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Order Granting Application For Unlisted Odd-lot 
Trading Privileges 


On July 13, 1979, the Midwest Stock Exchange, Inc. 
(the ‘‘MSE’’) filed an application with the Securities 
and Exchange Commission, pursuant to Section 
12(f)(1)(B) of the Securities Exchange Act of 1934 
(the ‘‘Act’’) and Rule 12f-1 [17 CFR 240.12f-1] there- 
under, for unlisted odd-lot trading privileges in the 
common stock of 25 companies whose securities are 
listed and registered on the New York Stock 
Exchange, Inc. (the “‘NYSE’’), but not listed or 
admitted to unlisted trading privileges on the MSE.1 
In accordance with Section 12(f)(2) of the Act, the 
MSE’s application was noticed, with an opportunity 
for hearing, by issuance of a Commission release and 
publication thereof in the Federal Register.“ No 
comments were received with respect to the MSE 
application. 


Commission Findings 


Section 12(f)(2) of the Act provides that no 
application for unlisted trading privileges shall be 
approved unless the Commission finds that such 
application is ‘‘consistent with the maintenance of 
fair and orderly markets and the protection of 
investors.’” The MSE’s rules? provide for execution of 
odd-lot market orders4 based on the last, rather than 
next, round-lot transaction price in the subject 





1See Securities Exchange Act Release No. 14800 
(May 25, 1978) for the Commission’s initial findings 
granting unlisted odd-lot trading privileges to the 
MSE. 


2Securities Exchange Act Release No. 16072, (July 
31, 1979); 44 FR 48402, August 17, 1979. 


3These rules governing execution procedures were 
approved by the Commission pursuant to Section 
19(b)(2) of the Act. See Securities Exchange Act 
Release No. 13570 (May 26, 1977). 


4Where the MSE has unlisted trading privileges in a 
security traded on both the NYSE and the American 
Stock Exchange (the ‘‘AMEX’’), the MSE’s odd-lot 
dealer is required to execute an odd-lot market order 
for that security based on the last NYSE or Amex sale 
price, whichever sale occurred most recently. See 
MSE Art. XXXI, Rule 10(b). 
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security. These rules do not permit an odd-lot dealer 
to exercise any discretion in determining the price at 
which odd-lot market orders are executed on the 
MSE. Because the MSE’s rules require that odd-lot 
dealers accept all odd-lot orders? and prescribe the 
manner in which such orders must be executed, we 
believe that odd-lot trading in the subject securities is 
consistent with the maintenance of fair and orderly 
markets. 


ACCORDINGLY, IT IS ORDERED, pursuant to 
Section 12(f)(1)(B) of the Act, that the MSE applica- 
tion for unlisted odd-lot trading privileges in the 25 
securities listed in Exhibit A be and hereby is granted. 


For the Commission by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


EXHIBIT A 


LIST OF COMPANIES WHOSE SECURITIES ARE 
APPROVED FOR UNLISTED ODD-LOT 
TRADING PRIVILEGES ON THE 
MIDWEST STOCK EXCHANGE, INC. 
AVX Corporation 

American Savings & Loan of Florida 
Analog Devices, Inc. 

Arrow Electronics, Inc. 

Cannon Mills, Co. 

Connecticut General Ins. Co. 
Computervision Corporation 
Documation, Inc. 

Elcor Corporation 

Growth Realty Investors 

Huffy Corporation 


lowa Resources, Inc. 





5See MSE Art. XXXI, Rule 6. 





LaQuinta Motor Inns, Inc. 
Legget & Platt, Inc. 
NCNB Corporation 
Newcorp, Inc. 

Newell Co., Inc. 
Pennsylvania Corp. Financial 
Scientific-Atlanta, Inc. 
Sealed Air Corp. 

Security Pacific Corp. 
Southwest Gas Corp. 
Sta-Rite Industries, Inc. 
Teradyne, Inc. 

Toys ‘‘R” Us, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16157/September 4, 1979 


In the matter of 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


(SR-NASD-79-6) 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
AND ORDER APPROVING PROPOSED RULE 
CHANGE 


Pursuant to Section 19(b)(1) of the Securities Ex- 
change Act of 1934, 15 U.S.C. 78(s)(b)(1) (the 
“Act’’), notice is hereby given that on August 20, 
1979, the National Association of Securities Dealers, 
Inc. (“NASD”) filed with the Commission a proposed 
rule change which would delete the NASD’s interpre- 
tations of the Securities and Exchange Commission's 
old statement of policy concerning investment 
company sales literature. That statement was res- 
cinded by the Commission effective March 8, 1979. 
Securities Act Release No. 6034 (March 8, 1979), 44 
FR 16935 (March 20, 1979). 


The proposed rule change would delete paragraphs 
5301.10 (regarding rates of return); 5104.10—5104.30 


(regarding sales literature featuring income); 5107.10 
(regarding custodial services); 5110.10 (regarding 
comparisons); 5117.10 (regarding sales commis- 
sions); 5221 (regarding withdrawal plan tables); 5253 
(regarding ‘‘wholesale only’’ and “dealer only’ ma- 
terial). 


Interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 21 days from the date of this publication. 
Persons desiring to make written comments should 
file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D.C. 20549. Ref- 
erence should be made to File No. SR-NASD-79-6. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the pro- 
posed rule change which are filed with the Commis- 
sion, and of all written communications relating to 
the proposed rule change between the Commission 
and any person, other than those which may be 
withheld from the public in accordance with the pro- 
visions of 5 U.S.C. 552, will be available for inspec- 
tion and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W. Washington, 
Be; 


The Commission finds that the proposed rule change 
is consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to regis- 
tered securities associations and in particular, the re- 
quirements of Section 15A and the rules and regula- 
tions thereunder. 


The Commission finds good cause for approving the 
proposed rule change prior to the thirtieth day after 
the filing thereof, in that the NASD’s interpretations 
are all directly related to a Commission statement of 
policy which is no longer binding on members of the 
investment company industry and the NASD does 
not intend to require its members to continue to con- 
form with the old statement of policy. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
referenced above be, and it hereby is, approved. 


For the Commission, by the Division of Market Regu- 
lation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16158/September 4, 1979 


An order has been issued granting the application of 
the Boston Stock Exchange, Inc. to strike the com- 
mon stock (Par Value $.10) of KEANE ASSOCIATES, 
INC. from listing and registration thereon. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16159/September 4, 1979 


In the Matter of 


PACIFIC SECURITIES DEPOSITORY TRUST 
COMPANY, INCORPORATED 

301 Pine Street 

San Francisco, California 94104 


SR-PSD-78-3 


ORDER APPROVING RULE CHANGE SUBMITTED 
BY THE PACIFIC SECURITIES DEPOSITORY 
TRUST COMPANY 


On September 12, 1978, Pacific Securities Depository 
Trust Company, Incorporated (““PSDTC”) submitted, 
pursuant to Rule 19b-4 under the Securities Exchange 
Act of 1934 (“the Act’’), a proposed rule change 
modifying its transfer agent custodian (‘TAC’) 
agreement. Specifically, the proposed rule change 
modifies the reporting requirements for transfer agent 
custodians, defines the term, “‘‘balance certificate,” 
and incorporates the lien prohibition in the Commis- 
sion Rules 8c-1(g) and 15c2-1(g) under the Act. The 
proposal initially was filed under Section 19(b)(3)(A) 
of the Act which permits certain types of proposed 
rule changes to be effective on filing subject to the 
authority of the Commission to abrogate the rule 
change summarily within 60 days. On October 26, 
1978, PSDTC refiled the proposed rule change under 
Section 19(b)(2) of the Act which provides for public 
comment and Commission approval prior to the rule 
change becoming effective. On February 28, 1979, 
PSDTC submitted Amendment No. 2 to the proposal 
which substantially expanded the explanatory infor- 
mation contained in the filing. 
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In accordance with Section 19(b) of the Act and Rule 
19b-4 thereunder, notice of the proposed rule change 
was published in the Federa/ Register on April 5, 1979 
(44 FR 20525). Notice of the filing also was published 
in Securities Exchange Act Release No. 15686 (March 
30, 1979). No letters of comment were received. 


The Commission has reviewed the proposed rule 
change and finds that it is consistent with the 
requirements of the Act and the rules and regulations 
thereunder appliable to registered clearing agencies. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change be 
approved. 


For the Commission, by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16160/September 5, 1979 


The Commission has ordered institution of public ad- 
ministrative proceedings under Sections 15(b) and 
19(h) of the Securities Exchange Act of 1934 against 
TransAmerican Securities, Inc., a Memphis, Tennes- 
see broker-dealer, and others. The order is based 
upon allegations that the respondents violated anti- 
fraud and books and records provisions of the federal 
securities laws in connection with, among other 
things, adjusted trading practices by TransAmerican 
Securities, Inc., and an affiliated company, 
TransAmerican Government Securities, Inc., and is 
also based upon injunctions which were entered in 
the case of S.E.C. v. TransAmerican Government 
Securities, Inc., et al. which was brought in March 
1979 in Memphis, Tennessee. Respondents named in 
the proceedings are TransAmerican Securities, Inc.; 
its owners—TransAmerican Investment Company, 
Ltd., and Rolfe H. McCollister; its former and present 
chief executive officers—Vache B. Cammack, Ill and 
Carl E. Blyskal; its financial principal—Joseph W. 
Torti; and three of its salesmen—Robert L. 
Shropshire, Perry Shropshire and Robert Galvin. All 
the respondents are charged with violating Section 
17(a) of the Securities Act of 1933 and Section 10(b) 





of the Securities Exchange Act of 1934 and Rule 
10b-5 thereunder. Cammack, Torti and Robert 
Shropshire are charged with being enjoined in the 
March 1979 aciton brought by the Commission. 
TransAmericah Securities, Inc. is charged with viola- 
ting Section 17(a) of the Securities Exchange Act of 
1934 and Rule 17a-3 thereunder, and Torti and 
Cammack are charged with aiding and abetting these 
violations. 


A hearing will be scheduled by further order to take 
evidence on the staff's allegations and to afford the 
respondents an opportunity to establish any defenses 
thereto for the purpose of determining whether any 
action of a remedial nature should be ordered by the 
Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16161/September 5, 1979 


INVESTMENT COMPANY ACT OF 1940 
Release No. 10855/September 5, 1979 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 698/September 5, 1979 


In the Matter of 
DAVID T. MARANTETTE, III 


The Securities and Exchange Commission has or- 
dered public administrative proceedings pursuant to 
Secions 15(b)(6) and 19(h) of the Securities Exchange 
Act of 1934, Section 9(b) of the Investment Company 
Act of 1940 (‘Investment Company Act’’), and 
Section 203(f) of the Investment Advisers Act of 1940 
naming David T. Marantette, Ill (‘‘Marantette’’), a 
director of OTF Equities, Inc., a registered investment 
company and investment adviser located in Detroit, 
Michigan. 


The Order for Proceedings alleges that .Marantette 
willfully aided and abetted violations of Sections 
12(d)(1)(A), 12(d)(3), 13(a), 17(a), 17(f), 20(a), and 
30(a) of the Investment Company Act and Rule 17f-2 
thereunder. 


A hearing will be scheduled in order to take evidence 
on the staff's allegations and to afford the respondent 
an opportunity to offer any defenses. The purpose of 
the hearing is to determine whether the allegations 
are true and if any remedial action should be ordered 
by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16162/September 6, 1979 


Timely Reporting—Proposed Amendment of Rule 
and Form and Proposed New Rule 


AGENCY: Securities and Exchange Commission. 
ACTION: Proposed rulemaking. 


SUMMARY: The Commission proposes the amend- 
ment of Rule 12b-25 and its related form which would 
eliminate the extension of time to furnish information 
procedure and, in lieu thereof, institute a system re- 
quiring notification of a registrant’s or a reporting 
person’s inability to timely file reports or portions 
thereof with the Commission. Concurrently with this 
proposal, the Commission proposes for comment a 
new Rule 12b-26 which would require that an issuer 
identify on the cover page of periodic reports any 
required material omitted from such a report. 


DATES: Comments should be submitted on or before 
November 9, 1979. 


ADDRESSES: Comments should be submitted in tri- 
plicate to George A. Fitzsimmons, Secretary, Secu- 
rities and Exchange Commission, 500 North Capitol 
Street, Washington, D.C. 20549. Comment letters 
should refer to File No. S7-798. 


All comments received will be available for public 
inspection and copying in the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. 20549. 


FOR FURTHER INFORMATION CONTACT: Bruce 
Mendelsohn (202) 272-2589, Division of Corporation 
Finance, 500 North Capitol Street, Washington, D.C. 
20549. 
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SUPPLEMENTARY INFORMATION: The Securities 
and Exchange Commission today proposed an 
amendment to Rule 12b-25 and its related form. In 
lieu of the present extension procedure in Rule 
12b-25, the Commission proposed for comment a 
new procedure which would require notification 
when an issuer or reporting person is unable to file on 
a timely basis any report or portion thereof required 
by Section 13 or 15(d) of the Securities Exchange Act 
of 1934 (the ‘Exchange Act’’) [15 U.S.C. 78a et seq.] 
as amended by Pub. L. No. 94-29 (June 4, 1975)]. A 
new Rule 12b-26 which would require prominent 
disclosure on the cover pages of periodic reports if a 
required portion of such a report is omitted is also 
proposed for public comment. 


Elimination of the Extension of Time to Furnish 
Information Procedures 


Presently, Rule 12b-25 sets forth the circumstances 
under which a registrant may apply for an extension 
of time to furnish information to the Commission 
required by Sections 13 or 15(d) under the Exchange 
Act. Present Form 12b-25, upon which the 
application is made, contains specific questions 
designed to aid the registrant in applying for an ex- 
tension of time. Under this rule, the application is 
deemed granted unless denied by the Commission 
within 15 days after receipt. In practice, the Division 
of Corporation Finance, by delegated authority, has 
granted such extensions only in the most compelling 
and unexpected of circumstances and only where an 
issuer has demonstrated that the granting of the 
request is appropriate in the public interest and con- 
sistent with the protection of investors. 


The Commission is inclined to believe that the pur- 
poses of the Exchange Act ‘‘to insure the mainten- 
ance of fair and honest markets in securities trans- 
actions... "2 may be better served without an ex- 
tension procedure. In this regard, it may not be in the 
public interest to excuse non-timely reporting through 
the application process embodied in Rule 12b-25. It is 
the Commission's position that required reports 
should always be filed when due. 





1The Commission is proposing that an extension of 
time to file procedure be retained for audited financial 
statements required by Items 2 and 7 of Form 8-K for 
certain acquired businesses. See the proposed 
revised Instruction 4 to Item 7(a) of Form 10-K, infra. 


2Section 2 of the Securities Exchange Act of 1934, 15 
U.S.C. 78b. 
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Moreover, it would appear that an extension of time 
to file confers little, if any, substantive benefit upon 
the requesting party. In this regard, the Commission 
questions whether the present procedure is any 
longer warranted. Indeed, the elimination of the ex- 
tension procedure would result in the most limited 
consequences to registrants and investors. Further- 
more, an inordinate amount of staff time is being 
spent processing these applications. 


By eliminating the review requirement for extension 
of time requests, the Commission would anticipate 
being able to place increased emphasis on the review 
of allExchange Act filings. In this manner, the 
Commission will attempt to implement one of the re- 
commendations of the Advisory Committee on Cor- 
porate Disclosure which noted that a substantive 
review of periodic reports consistent with the quality 
of information sought in registration statements is es- 
sential to the end product of a high quality disclosure 
document. 


Although the proposed amendment makes a change 
from present practice which may be perceived as 
being less advantageous to registrants, the Commis- 
sion believes that the limited benefits from the exten- 
sion procedure are outweighed by the obstacles it 
may cause to informed markets and by the burden 
imposed on the Commission. 


Proposed Notification Procedure 


Concurrent with the elimination of the extension pro- 
cedure embodied in Rule 12b-25, the Commission 
proposes the adoption of a new notification proce- 
dure under the Rule. The new procedure would re- 
quire that, no later than one business day after the 
end of the specified period when the report is due, 
the registrant or reporting person file with the Com- 
mission a notification on the proposed revised Form 
12b-25 which identifies the report or portion thereof 
in question and gives reasons why the filing cannot 
be made on time. The proposed amended rule relates 
to reports required to be filed pursuant to Section 13 
or 15(d) of the Exchange Act.4 The Commission 





3Report of the Advisory Committee on Corporate 
Disclosure, Chapter XIV, Page 427 (1977). 


46 ., Forms 8-K, 10-Q, 10-K, and 13F and Schedules 
13D and 13G. 





notes that the proposed system would only require a 
notification and thus would not necessitate any res- 
ponsive staff action. 


It should be emphasized that the proposed notifica- 
tion procedure will provide issuers with a public 
forum in which to address the facts and circum- 
stances relevant to their particular situations. 


Effects of the Proposals 


It should be emphasized that the proposals, if 
adopted, would eliminate extensions for the filing of 
required reports.» Moreover, the proposed notifica- 
tion procedure should be taken as neither an invi- 
tation for non-timely reporting nor an acquiescence 
of the Commission to any non-timely filing. 


Failure by public companies to observe the periodic 
reporting requirements presents an obstacle to the 
maintenance of fair and informed trading markets in 
the securities of publicly-held companies. The appli- 
cability of various rules and the availability of certain 
disclosure forms under the Securities Act of 1933 is 
predicated upon full compliance with the periodic 
reporting requirements. For example, the use of Form 
S-7 or S-16 for registration of certain public offerings 
of securities depends in part upon a company having 
filed timely reports pursuant to Sections 13 or 15(d) 
of the Exchange Act for at least the twelve calendar 
months preceding the filing of the registration state- 
ment. Section 15c2-11 under the Exchange Act 
requires a dealer to have certain information concern- 
ing an issuer before its securities may be quoted by 
that dealer. Rule 144 under the 1933 Act requires the 
filing of all Exchange Act reports required to be filed 
for the 12 months immediately preceding a sale. In- 
deed, with respect to Rule 144, an effect of the filing 
of the notification form pursuant to the proposed 
amended Rule 12b-25 may be to give notice that 
compliance with Rule 144(c)(1) would not be possible 
until the subject report is filed (assuming all other 
required reports had been filed).6 





SHowever, as stated in note 1, supra, the retention of 
an extension procedure for certain financial state- 
ments required by Form 8-K is being proposed. 


6However, it should be noted that the proposed 
amended rule is not meant to create an affirmative 
obligation to search the Commission’s files to ascer- 
tain whether a notification was filed. 


The Commission would also like to point out that 
failure to file a timely notification form pursuant to 
the proposed rule would create an additional violation 
of the reporting requirements. 


Proposed Rule 12b-26 


The Commission is also proposing for comment a 
new Rule 12b-26 which would require registrants to 
prominently disclose on the cover pages of periodic 
reports filed pursuant to Sections 13 or 15(d) any re- 
quired portion omitted from those reports. It is be- 
lieved that this requirement will assist the investing 
public and the Commission in the review of Exchange 
Act reports. 


Specific Inquiries 


The Commission solicits comment as to whether 
amended Rule 12b-25 should provide an automatic 
extension of the applicable filing requirement upon 
the filing of a revised Form 12b-25 and, if so, what 
period would be appropriate for the automatic 
extension. 


The Commission also solicits comment as to whether 
the amendment of Rule 12b-25 and its related form 
and the concurrent adoption of the proposed Rule 
12b-26 would have an adverse effect on competition 
or would impose a burden on competition which is 
neither necessary nor appropriate in furthering the 
purposes of the Exchange Act. Comments on this 
inquiry will be considered by the Commission in com- 
plying with its responsibilities under Section 23(a)(2) 
of the Exchange Act. 


Text of Proposed New and Amended Rules and 
Form 


Chapter Il of Title 17 of the Code of Federal 
Regulations is proposed to be amended as follows: 


PART 240—GENERAL RULES AND REGULATIONS 
SECURITIES EXCHANGE ACT OF 1934 


1. By revising 8240.12b-25 to read as follows: 


§240.12b-25 Notification of inability/to timely file peri- 
odic reports. 


If any report or portion thereof required by 
sections 13 or 15(d) of the Securities Ex- 
change Act of 1934 is not filed within the 
time period prescribed for filing, the 
registrant or reporting person, no later than 


SEC DOCKET/243 





one business day after the due date for such 
report, shall file with the Commission a noti- 
fication on Form 12b-25 reporting the inabi- 
lity to timely file the report and indicating the 
reasons therefor. This paragraph also relates 
to portions of reports omitted pursuant to 
Rule 12b-21, 17 CFR 240.12b-21. 


If a notification filed pursuant to paragraph 
(a) of this section related to a portion or 
portions of a periodic report filed pursuant to 
sections 13(a) or 15(d), the registrant shall in- 
clude, on the upper right corner of the 
amendment to the report (required to be filed 
on Form 8) which includes the previously 
omitted information, the following state- 
ment: 


“The following items were the sub- 
ject of a notification on Form 12b-25 
and are included herein: (List Item 
Numbers)” 


Instruction. The statement required by paragraph (b) 
is intended to facilitate notification to the Commis- 
sion and the public that previously ommitted portions 
which were the subject of a Form 12b-25 have been 
filed. If the statement does not appear on the amend- 
ment to the periodic report (Form 8), the registrant 
runs the risk of being perceived as continuing to be 
late with respect to such material. 


(c) The provisions of this section shall not apply 
to amendment in accordance with Instruction 
3(b) of Instructions as to Financial State- 
ments of Form 10-K. 


(d) The provisions of this section shall not apply 
to reports required to be filed by an invest- 
ment company registered under the Invest- 
ment Company Act of 1940 [12 U.S.C. 80a et 
seq.] pursuant to the provisions of that Act 
or the rules adopted thereunder, notwith- 
standing the fact that such reports are also 
required to be filed by the Securities Ex- 
change Act of 1934 or the rules adopted 
thereunder. 


The disclosures required in reports filed with 
the Commission are essential to the preserva- 
tion of full, fair and informed securities mar- 
kets. Therefore, it is of critical importance 
that such reporis be furnished within the 
time they are required to be filed under the 
Commission’s rules, and nothing in this sec- 
tioin should be construed to mean that the 
Commission has authorized or approved any 
non-timely reporting. 
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2. By adding 8240.12b-26 to read as follows: 


§240.12b-26. Cover page disclosure when a required 
portion has been omitted from a periodic report 
filed pursuant to sections 13(a) or 15(d). 


If a required portion of a periodic report filed 
pursuant to sections 13(a) or 15(d) has been 
omitted for any reason other than that it is 
inapplicable under the circumstances, the 
registrant shall prominently indicate the 
nature of the omitted portion on both the 
cover page of such periodic report and in 
that section of the report where the omitted 
information normally would have appeared. 


PART 249—FORMS, SECURITIES EXCHANGE 
ACT OF 1934 


3. By revising Instrustion 4 to Item 7(a) of Form 8-K 
to read as follows: 


249.308 Form 8-K, for current reports. 


* * * * 


Item 7. Financial Statements and Exhibits. 


* * * * 


(a) Financial statements of business acquired 


Instructions 


[Instructions 1 through 3 remain unchanged] 


4. Filing of Other Financial Information in Certain 
Cases. The Commission may, upon the written re- 
quest of the registrant and where consistent with the 
protection of investors, extend the time for filing the 
financial statements herein required or permit the 
omission of one or more of such financial statements 
or the filing in substitution therefor of appropriate 
statements of comparable character, if the required 
audited financial statements are not reasonably avail- 
able to the registrant, because the obtaining thereof 
would involve unreasonable effort, expense or prac- 
tical difficulties. A request for such relief shall be filed 
as a part of the report. The request, other than a 
request for an extension of time to file, shall set forth 
the following information: 








4. By revising 8249.322 to read as follows: 


§249.322 Form 12b-25. Notification of inability to 


timely file reports or portions thereof pursuant to 
sections 13 or 15(d) of the Act. 


This form shall be filed pursuant to 
§240.12b-25 of this chapter by issuers and re- 
porting persons who are unable to timely file 
periodic reports, or portions thereof required 
by sections 13 or 5(d) of the Act. The filing 
shall consist of a signed original and three 
conformed copies, and shall be filed with the 
Commission at Washington, D.C. 20459, no 
later than one business day after the due 
date for the periodic report in question. 
Copies of this form may be obtained from the 
Commission on request. 


(See Form 12b-25 on pages 246 and 247) 


GENERAL INSTRUCTIONS 


This Form is required by Rule 12b-25 of the 
General Rules and Regulations under the Securi- 
ties Exchange Act of 1934, which states: 


Rule 12b-25. Notification of Inability to Timely 
File Periodic Reports. 


(a) If any report or portion thereof required 
by Sections 13 or 15(d) of the Securi- 
ties Exchange Act of 1934 is not filed 
within the time period prescribed for fil- 
ing, the registrant or reporting person, 
no later than one business day after the 
due date for such report, shall file with 
the Commission a notification on Form 
12b-25 reporting the inability to timely 
file the report and indicating the 
reasons therefor. This paragraph also 
relates to portions of reports omitted 
pursuant to Rule 12b-21, 17 CFR 
340.12b-21. 


If a notification filed pursuant to para- 
graph (a) related to a portion or por- 
tions of a periodic report filed pursuant 
to Sections 13(a) or 15(d), the regis- 
trant shall include, on the upper right 
corner of the amendment to the report 
(required to be filed on Form 8) which 
includes the previously omitted infor- 
mation, the following statement: 


“The following items were the sub- 
ject of a notification on Form 
12b-25 and are included herein: 
(List Item Numbers)’’ 


The provisions of this rule shall not 
apply to those financial statements that 
are to be filed by amendment in 
accordance with Instruction 3(b) of In- 
structions as to Financial Statements of 
Form 10-K. 


The provisions of this rule shall not 
apply to reports required to be filed by 
an investment company registered 
under the Investment Company Act of 
1940 [12 U.S.C. 80a et seq.] pursuant 
to the provisions of that Act or the rules 
adopted thereunder, notwithstanding 
the fact that such reports are also 
required to be filed by the Securities 
Exchange Act of 1934 or the rules 
adopted thereunder. 


Instruction. The statement required by paragraph 


(b) 


is intended to facilitate notification to the 


Commission and the public that previously omitted 
portions which were the subject of a Form 12b-25 
have been filed. If the statement does not appear on 
the amendment to the periodic report (Form 8), the 
registrant runs the risk of being perceived as continu- 
ing to be late with respect to such material. 


= 


One signed original and three conformed copies 
of this Form and amendments thereto must be 
completed and filed with the Securities and Ex- 
change Commission, Washington, D.C. 20549, 
in accordance with Rule 0-3 of the General Rules 
and Regulations under the Act. The information 
contained in or filed with the Form will be made 
a matter of public record in the Commission files. 


A manually signed copy of the Form and amend- 
ments thereto shall be filed with each national 
securities exchange on which any class of securi- 
ties of the registrant is registered. 


Amendments to the notifications must also be 
filed on Form 12b-25 but need not restate infor- 
mation that has been correctly furnished. The 
Form shall be clearly identified as an amended 
notification. 


These general instructions are not to be filed 
with the application. Please detach before 
mailing the Form. 
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Tne text of the propased form is & follow: 


SEC FILE NUMBER 
FORM 120-25 





CUSIP NUMBER 





NOLIFICATION OF INABILITY TO TIMELY FILE REPORTS OR PORTIONS 
‘THEREOF PURSUANT ‘[0 SECTION 13 OR 15(d) OF THE SECURITIES 
EXCHANGE ACT OF 1934 


Notning in tnis Form shall pe comstrued to imply that the Commission has 
authorized or approvea any non-timely reporting. 








// Cneck here if tnis is an amended notification. 








keaa Attachnea Instruction Sheet Before Preparing Form. Please Print or Type. 
PART I 








Full Name of registrant 





Aoaress ot Principal Executive Office (Street and Numper) 





City, State and Zip Coae 





PLEASE PLACE AN X IN APPROPRIATE BOX IF A CHANGE IN WAME OR ADDRESS HAS OCCURRED 


Former name, if changed: / /Nane / /Adaress 





Former adaress, if changea: 








Name ana telepnone number of person to contact in regard to 








(Name ) (Area Coae) (‘Telephone Number ) 





REPOR1 OR PORTION THEREOF WHICH CAN NOT BE TIMELY FILED 





(1) . Form: Perioa Coverea: Date Due: 














(Z) If the notification relates to a /_/ Tne remaining portion has been filed 
part of a filing, identify the Iten(s) __ 
to which the application relates /_/ Tne remaining portion will be timely 
Item(s): filed 





Have all reports required to be filed during the preceaing //Yes / /No 


12 montns (or for sum shorter perioa that tne registrant 
was required to tile such reports) been filea? If answer 
is no, identify report(s) 
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is 1t anticipated that any significant change in results of operations from the 
corresponding period of the last fiscal year will be reflected by the earnings 
statements to be included in the subject report or portion thereof? //Yes / /No 
If so, attach an explanation of the anticipated change, both narratively and 
quantitatively, anc, if appropriate, state the reasons why a reasonable estimate 
ot the results can not be mace. 








PART II 





State below in acetail the specific reasors in narrative form a to why the 
report or portion thereof could not be filed within the time required. 


NOTE: Stock or boilerplate phrases sum as "the auditors have not completed 
thelr review" may not provide meaningful explanation unless 
accoiipanied by brief disclosure of the basis for sum statements. 





(Name of registrant as specified in charter) 


hes caused this application to be signed on its behalf py the undersigned 
thereunto auiy autnorized. 


Date By 





Instruction. ‘The form may be signed by an otficer of the regis- 
trant, by counsel or by any other auly authorized person. ‘The 
name and title of the person signing the form shall be typed or 
printed uncer the signature. 


ATTENTION: Intentional misstatements or omissions of fact 
constitute Federal Criminal Violations (See 18 U.S.C. 1001). 
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[Secs. 13, 15(d), 23(a), 48 Stat. 894, 895, 901; sec. 
203(a), 49 Stat. 704; secs. 3, 8, 49 Stat. 1377, 1379; 
Secs. 4,6, 78 Stat. 569, 570-574; sec. 2, 82 Stat. 454; 
secs. 1, 2, 84 Stat. 1497; secs. 10, 18, 89 Stat. 119, 
155; sec. 308(b), 90 Stat. 57; secs. 202, 203, 204, 91 
Stat. 1494, 1498, 1499, 1500; 15 U.S.C. 78m, 78o(d), 
78wi\a)] 


The Commission hereby proposes for comment the 
proposed amendment of Rule 12b-25 and its related 
form and proposed Rule 12b-26. Rule 12b-26 and the 
amendments of Rule 12b-25 are proposed pursuant to 
Sections 13, 15(d) and 23(a) of the Exchange Act. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16163/September 6, 1979 


INVESTMENT COMPANY ACT OF 1940 
Release No. 10860/September 6, 1979 


Shareholder Communications, Shareholder Partici- 
pation in the Corporate Electoral Process and Corpor- 
ate Governance Generally 


AGENCY: Securities and Exchange Commission. 


ACTION: Interpretation of rules and request for 
comments. 


SUMMARY: The Commission has authorized the 
Division of Corporation Finance to issue its interpre- 
tive views regarding recently adopted proxy 


statement disclosure requirements relating to certain. 


business and personal affiliations of directors. Some 
of the more frequently raised questions regarding 
these disclosures are set forth together with the Divi- 
sion’s interpretive responses. The Commission is also 
requesting comments on the operation and efficacy 
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of these requirements as well as certain other dis- 
closure requirements relating to the structure, func- 
tioning and composition of boards of directors. 


DATE: Comments should be received by the Com- 
mission on or before November 30, 1979. 


ADDRESSES: All comments should be submitted in 
triplicate to George A. Fitzsimmons, Secretary, Secu- 
rities and Exchange Commission, 500 North Capitol 
Street, Washington, D.C. 20549. Comment letters 
should refer to File No. S7-799. All comments re- 
ceived will be available for public inspection and 
copying at the Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. 20549. 


FOR FURTHER INFORMATION CONTACT: Regis- 
trants with specific questions should contact the staff 
members directly responsible for reviewing the docu- 
ments they file with the Commission. General 
questions may be directed to Richard B. Nesson, 
G. Michael Stakias or Gregory H. Mathews, Division 
of Corporation Finance, (202) 272-2589, Securities 
and Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. 


SUPPLEMENTARY INFORMATION: The Commis- 
sion hereby issues Securities Exchange Act Release 
No. 34-16163 (IC-10860), to be added to Parts 241 
and 271 of Title 17, Chapter Il of the Code of Federal 
Regulations as given below. 


Disclosure of Director and Nominee Information 


In December 1978, the Commission issued a release, 
Securities Exchange Act Release No. 15384 
(December 6, 1978),43 FR 241 (December 14, 1978), 
which announced the adoption of rule, form and 
schedule amendments intended to provide share- 
holders with information to assist their assessment of 
the structure, composition and functioning of issuers’ 
boards of directors. Since the publication of that 
release, the staff has received many requests for 
interpretation of the disclosure provisions set forth in 
item 6(b) of Schedule 14A, which require a brief 
description of any of certain significant business and 
personal relationships between directors and the 
issuer. In view of the volume of such requests, this 
release is published to provide current information on 
the interpretations of those provisions by the Com- 
mission’s Division of Corporation Finance (the 
“Division”’). 





Set forth below is a series of interpretations in ques- 
tion and answer form. The questions included repre- 
sent some of those more frequently brought to the 
attention of the staff by registrants, their counsel and 
other interested persons. Experience in administering 
the rules and observing their operation has led to 
some modification of interpretations previously 
expressed by the staff orally or in writing. The inter- 
pretations herein are deemed controlling at this time. 


The following subjects are covered: 
Question 


|. General Interpretations of Item 6(b)(3) 1-7 


ll. Description of Item 6(b)(3) Relationships 8-10 
. Format for Presentation of Item 6(b) 
Information 11 


. Description of Item 6(b)(4) Relationships 12 


. Relationship of Item 6(b) of Schedule 14A 


and Item 4(f) of Regulation S-K 13-14 


1. General Interpretations of Item 6(b)(3) 


Items 6(b)(3)(i)-(v) of Schedule 14A require that the 
issuer describe any relationship to the issuer which 
exists by virtue of the fact that a nominee or director 
is, or has within the last two full fiscal years been, an 
officer, director or employee of, or owns, or has 
within the last two full fiscal years owned, directly or 
indirectly, in excess of 1 percent equity interest in any 
firm, corporation or other business or professional 
entity: 


(i) Which has made payments to the issuer or its 
subsidiaries for property or services during the issu- 
er’s last full fiscal year in excess of 1 percent of the 
issuer’s consolidated gross revenues for its last full 
fiscal year; 


(ii) Which proposes to make payments to the issuer 
or its subsidiaries for property or services during the 
current fiscal year in excess of 1 percent of the 
issuer’s consolidated gross revenues for its last full 
fiscal year; 


(iii) To which the issuer or its subsidiaries was in- 
debted at any time during the issuer’s current fiscal 
year in an aggregate amount in excess of 1 percent of 
the issuer’s total consolidated assets at the end of 
such fiscal year, or $5,000,000, whichever is less; 


(iv) To which the issuer or its subsidiaries has made 
payments for property or services during such entity's 
last fiscal year in excess of 1 percent of such entity's 
gross revenues for its last full fiscal year; or 


(v) To which the issuer or its subsidiaries proposes to 
make payments for property or services during such 
entity’s current fiscal year in excess of 1 percent of 
such entity’s consolidated gross revenues for its last 
full fiscal year. 


1. Question: \|s a non-profit organization to be 
considered a “firm, corporation or other business or 
professional entity” for purposes of item 6(b)(3)? 


Interpretive Response: Relationships  disclosable 
under item 6(b)(3) include relationships of a nominee 
to a non-profit organization. For example, an officer 
of a non-profit organization providing health services 
may serve on the board of the issuer, a pharmaceu- 
tical corporation. If the non-profit organization has 
made payments for property or services in excess of 
1% of the issuer’s consolidated gross revenues, dis- 
closure of the director’s relationship to that organi- 
zation would be required. 


2 Question: Should a bank holding company 
issuer consider funds deposited in a subsidiary bank 
as part of its aggregate indebtedness outstanding in 
determining the application of item 6(b)(3) (iii)? 


Interpretive Response: Contrary to an earlier inter- 
pretive response issued by the Division, | a bank hold- 
ing company issuer need not consider funds depos- 
ited in a subsidiary bank as part of its aggregate 
indebtedness outstanding. 


3. Question: Will trade indebtedness owing by an 
issuer or its subsidiaries to another entity be treated 
as indebtedness outstanding in determining the appli- 
cation of item 6(b)(3)(iii)? 


Interpretive Response: No. An issuer need not con- 
sider trade indebtedness as part of its aggregate 
indebtedness outstanding. Payments made or pro- 
posed to be made for property or services by the 
issuer to another entity, if in excess of one percent of 
the issuer’s gross revenues, would in any event be 
disclosable pursuant to items 6(b)(3)(iv) or (v). 





1See the Division's interpretive letter to Donald L. 
Rogers, (Association of Bank Holding Companies), 
available February 1, 1979. 
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4. Question: \s it acceptable for purposes of deter- 
mining an issuer’s outstanding indebtedness as 
required by Item 6(b)(3)(iii) to calculate such indebt- 
edness as of the issuer's fiscal year end? 


Interpretive Response: Yes. The Division will accept 
disclosure based on the outstanding indebtedness at 
the fiscal year end. 


5. Question: Should a bank holding company 
issuer consider principal payments, in addition to ser- 
vice fees and interest, as payments for property and 
services? 


Interpretive Response: No. Repayments of principal 
do not constitute payments for property or services 
for purposes of item 6(b)(3). 


6. Question: \|s a payment by the financial 
institution-issuer to a manufacturer or vendor of 
property to be leased to a third party in a direct lease 
financing transaction a payment by the issuer for 
“property or services’ for purposes of item 6(b)(iv) or 
(v)? 


Interpretive Response: Financial institutions engage 
in direct lease financings which are, in substance, the 
financing of an asset at the request of the 
lessee-customer. In such direct lease financing 
transactions, the issuer purchases the asset desired 
by its customer and leases that asset on a long-term 
basis to the customer. Under the regulations of the 
Comptroller of the Currency and of the Federal 
Reserve Board governing direct lease financing by 
national banks and by bank holding companies, the 
property can only be purchased upon the specific 
request of the customer. The manufacturer or vendor 
from whom the issuer purchases the asset, generally, 
is selected by the lessee-customer. Under the terms 
of the lease in these financing transactions, substan- 
tially all of the benefits and risks incident to the 
ownership of the asset are transferred to the 
lessee-customer. The purchase and lease by the 
issuer of the asset is a means to finance the acquisi- 
tion of that asset for the lessee-customer, and the 
economic effect on the parties to such a lease trans- 
action is similar, in many respects, to that of any 
installment purchase. Therefore it is the Division’s 
view that a payment by the issuer to a manufacturer 
or vendor of property to be leased in a direct lease 
financing transaction is not a payment for property or 
services within the meaning of items 6(b)(3)(iv) and 
(v), where the choice of the manufacturer or vendor 
is dictated solely by the lessee-customer. 
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7. Question: Under what circumstances is a pay- 
ment by an advertising agency considered a payment 
by the issuer for property or services? 


Interpretive Response: Under certain circum- 
stances, an issuer may direct its advertising agency to 
place an advertisement with a particular entity. In 
these cases such payments would be considered to 
be payments by the issuer to the selected entity for 
property or services. 


Il. Description of Item 6(b)(3) Relationships 


8. Question: What type of information is required 
to be disclosed in response to the requirement con- 
tained in item 6(b) to ‘‘describe any of the following 
relationships which exist’’? 


Interpretive Response: The requirement is intended 
to elicit the following information concerning the rela- 
tionships referred to in item 6(b)(3): 


(a) the identity of the entity with which the issuer 
has a commercial relationship; 


(b) the nature of the nominee’s affiliation with that 
entity; 


(c) the relationship between that entity and the 
issuer; and 


(d) the magnitude of the business done between the 
issuer and the entity. 


9. Question: How should the magnitude of the 
business relationship between the issuer and the 
other entity be shown? 


Interpretive Response: The magnitude of the busi- 
ness relationship should be stated in terms of the 
actual percentage of applicable revenues or assets, or 
in a dollar amount. 


10. Question: Where an issuer discloses the 
magnitude of a business relationship in terms of a 
percentage, and the actual percentage of revenues or 
assets is not readily ascertainable, is it permissible to 
disclose a range of percentages? 


Interpretive Response: The Division has not 
objected to a three percent range in an issuer's 
description of the magnitude of the relationship with 
another entity. 





lll. Format for Presentation of Item 6(b) 
Information 


11. Question: Where in the proxy statement is the 
most appropriate place to disclose item 6(b) 
information? 


Interpretive Response: When disclosure of a parti- 
cular relationship between the issuer and a nominee 
or director is required, such disclosure should be 
made in, or in close proximity to, the table normally 
used to present other information about nominees 
and directors. 


IV. Description of Item 6(b) Relationships 


Item 6(b)(4) requires disclosure of any relationship 
where “the nominee is a member or employee of, or 
associated with, a law firm which the issuer has 
retained in the last two full fiscal years or proposes to 
retain in the current fiscal year.” 


12. Question: \|s this relationship, like relationships 
referred to in item 6(b)(3), required to be described 
only if the magnitude of business between the issuer 
and the law firm exceeds a specified percentage of 
revenues or a specified dollar amount? 


Interpretive Response: No. The nominee’s employ- 
ment by, or association with, a law firm retained by 
the issuer is disclosable regardless of the amount of 
fees paid by the issuer. Disclosure of the magnitude 
of the relationship between the issuer and the law 
firm should be stated as the dollar amount of total 
payments made by the issuer to the firm. 


V. Relationship of Item 6(b) of Schedule 14A 
and Item 4(f) of Regulation S-K 


As indicated above, item 6(b) requires that the issuer 
describe certain economic relationships between 
board nominees and the issuer. Item 4(f) of Regu- 
lation S-K is designed to require disclosure of certain 
transactions between the issuer and its officers and 
directors. Certain information may be required to be 
disclosed pursuant to both items. 


13. Question: Where the same information is re- 
quired to be disclosed in response to item 6(b) of 
Schedule 14A and item 4(f) of Regulation S-K, must 
the information be disclosed more than once? 


Interpretive Response: No. Disclosure of this infor- 
mation should be made in, or in close proximity to, 


the table normally used to present information about 
nominees and directors. A cross reference to this 
information should be made in that section of the 
proxy statement, customarily entitled ‘‘Certain Trans- 
actions,’’ containing other information responsive to 
item 4(f). 


14. Question: \f, on the other hand, information 
relating to certain transactions is not required to be 
disclosed pursuant to item 4(f) of Regulation S-K 
because the transaction involves payments which do 
not exceed $40,000, should such information be dis- 
closed under item 6(b), if applicable? 


Interpretive Response: Yes. \|nformation required to 
be disclosed under item 6(b) is not subject to the 
$40,000 exclusion provided for in the instructions to 
item 4(f). 


Request for Written Comments on the 
Operation and Efficacy of Certain Recently 
Adopted Disclosure Requirements 


As indicated above, item 6(b) was adopted as part of 
a series of amendments to the disclosure provisions 
of the proxy rules in order to provide shareholders 
with information to assist their evaluation of the 
structure, composition and functioning of issuers’ 
boards of directors.“ Item 6(d) requires disclosure of 
information concerning the existence, composition 
and functions performed by audit, compensation and 
nominating committees of the board. Items 6(e) and 
6(f) require disclosure of director attendance at board 
and committee meetings and director resignations, 
under certain circumstances. At the time these rules 
were adopted, the Commission’s staff was directed 
to monitor carefully the disclosures made in order to 
determine whether amendments would be appro- 
priate. The Commission continues to seek 
information from interested persons and, therefore, is 
requesting written comments concerning the 
operation and efficacy of these new disclosure 
requirements. Commentators are requested to supply 
empirical data to the extent possible in support of 
their comments, and to suggest any appropriate 
modifications to the rules. Commentators are speci- 
fically requested to address the following issues: 





2See Securities Exchange Act Release No. 15384 
(December 6, 1978), 43 FR 58522 (December 14, 
1978). 
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Does the information elicited by item 6(b) pro- 
vide a basis for a realistic assessment of the 
nominee's ability to render independent 
judgment? 


If not, are additional disclosure requirements 
appropriate? 


Should the disclosure thresholds relating to the 
specified percentages of equity ownership, reve- 
nues and assets be modified? 


The relationship of a non-officer director of the 
issuer with another corporation doing business 
with the issuer may be disclosable where his 
interest in that corporation arises solely from his 
service on its board of directors. Should item 
6(b) require disclosure of such relationships? 


Should the disclosure threshhold contained in 
item 6(b)(3)(iii) relating to the specified dollar 
amount of outstanding indebtedness be 
modified? 


The Commission will endeavor to review the com- 
ments and take such actions as may appear neces- 
sary to propose and adopt amendments, if any, in 
time for compliance by issuers in the 1981 proxy 
season. 


All interested persons are invited to submit their 
views and comments on the foregoing proposals in 
triplicate to George A. Fitzsimmons, Secretary, Secu- 
rities and Exchange Commission, Washington, D.C. 
20549, on or before November 30, 1979. Such com- 
munications should refer to File S7-799 and will be 
available for public inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16164/September 6, 1979 


Admin. Proc. File No. 3-5623 
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In the Matter of 


PRICE, ALLEN & STEVENS SECURITIES COR- 
PORATION 


(File No. 8-20231) 


RICHARD ALLEN DANIELS 
THOMAS PRICE FLYNN 
JOHN STEVENS KACKLOUDIS 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


In this administrative proceeding ordered pursuant to 
the Securities Exchange Act of 1934 (Exchange 
Act), | Respondent Price, Allen & Stevens Securities 
Corporation (Registrant), Richard A. Daniels 
(Daniels), Thomas P. Flynn (Flynn), and John S. 
Kackloudis (Kackloudis) have submitted Offers of 
Settlement which the Commission has determined to 
accept. Solely for the purpose of settling these pro- 
ceedings and without admitting or denying the 
allegations contained in the Order for Proceedings, 
the above Respondents consent to the findings of 
violations and sanctions contained in this Order. 


On the basis of the Order for Proceedings and the 
Offers of Settlement submitted by all the named 
Respondents, the Commission finds: 


1. That on October 5, 1977, the United 
States District Court for the Northern District 
of Ohio, Eastern Division, issued an order of 
preliminary injunction enjoining Registrant 
from further violations of the Commission’s 
Net Capital Rule; that on July 19, 1978, the 
United States District Court for the Northern 
District of Ohio, Eastern Division perma- 
nently enjoined Registrant from violating 
Sections 5(a) and 5(c) of the Securities Act 
and Section 10(b) of the Exchange Act and 
Rule 10b-5 thereunder; that Registrant wil- 
fully violated Sections 5(a) and 5(c) of the 
Securities Act and Sections 15(c)(3) and 
17(a) of the Exchange Act and Rules 15c3-1, 
17a-3, 17a-5 and 17a-11 thereunder; and wil- 
fully violated and aided and abetted viola- 
tions of Sections 17(a) of the Securities Act 
and Section 10(b) of the Exchange Act and 
Rule 10b-5 thereunder. 





2. That on July 19, 1978, the United States 
District Court for the Northern District of 
Ohio, Eastern Division permanently enjoined 
Daniels from violating Sections 5(a) and 5(c) 
of the Securities Act and Section 10(b) of the 
Exchange Act and Rule 10b-5 thereunder; 
that Daniels wilfully aided and abetted viola- 
tions of Sections 5(a) and 5(c) of the 
Securities Act and Sections 15(c)(3) and 
17(a) of the Exchange Act and Rules 15c3-1, 
17a-3, 17a-5 and 17a-11 thereunder; and 
wilfully violated and wilfully aided and 
abetted violations of Section 17(a) of the 
Securities Act and Section 10(b) of the 
Exchange Act and Rule 10b-5 thereunder. 


3. That on July 19, 1978, the United States 
District Court for the Northern District of 
Ohio, Eastern Division, permanently enjoined 
Flynn and Kackloudis from violating Sections 
5(a) and Sic) of the Securities Act and 
Section 10(b) of the Exchange Act and Rule 
10b-5 thereunder; that Flynn and Kackloudis 
wilfully violated and wilfully aided and 
abetted violations of Sections 17(a) of the 
Securities Act and Section 10(b) of the 
Exchange Act and Rule 10b-5 thereunder; 
and wilfully aided and abetted violations of 
Sections 15(c)(3) and 17(a) of the Exchange 
Act and Rules 15c3-1, 17a-3, 17a-5,and 
17a-11 thereunder. 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the Offers of Settle- 
ment. 


Accordingly, IT IS ORDERED that, effective on the 
second Monday following the date of this Order: 


A. The registration as a broker-dealer of Price, Allen 
& Stevens Securities Corporation be, and it hereby 
is, revoked; and 


B. Richard A. Daniels, Thomas P. Flynn and John 
S. Kackloudis be, and hereby are, barred from being 
associated with any broker, dealer, investment 
company, or investment adviser, or any affiliate 
thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16165/September 6, 1979 


The Securities and Exchange Commission has 
ordered the institution of public administrative 
proceedings against W. A. Patterson, Inc. (Patter- 
son), a New Mexico broker-dealer registered with the 
Commission and a member of the National Associ- 
ation of Securities Dealers, Inc.; William A. Patter- 
son, its president and major stockholder; Jack M. 
Kekich (Kekich) its vice president, and Denise L. 
Stine (Stine) a former vice president of Patterson. 
The proceedings are based on allegations by the staff 
that Patterson, William A. Patterson, Kekich and 
Stine wilfully violated and wilfully aided and abetted 
violations of the net capital, bookkeeping and supple- 
mental reporting provisions of the securities laws and 
the Regulation T requirements of the Federal Reserve 
Board. 


A hearing will be scheduled by further order to take 
evidence on the staff’s allegations and to afford the 
Respondents an opportunity to offer any defenses 
thereto for the purpose of determining whether any 
action of a remedial nature should be ordered by the 
Commission. 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21204/August 31, 1979 


SEE 
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SECURITIES ACT OF 1933 
Release No. 6117/August 31, 1979 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No.21205/August 31, 1979 


In the Matter of 


LOUISIANA POWER & LIGHT COMPANY 
142 Delaronde Street 
New Orleans, Louisiana 70174 


(70-6345) 


NOTICE OF PROPOSAL TO FINANCE CONSTRUC- 
TION OF POLLUTION CONTROL FACILITIES 


NOTICE IS HEREBY GIVEN that Louisiana Power & 
Light Company (‘“LP&L”), an_ electric utility 
subsidiary of Middle South Utilities, Inc., a 
registered holding company, has filed an applica- 
tion-declaration with this Commission pursuant to 
the Public Utility Holding Company Act of 1935 
(“‘Act’’), designating Sections 9(a), 10 and 12(d) of 
the Act and Rule 44(b)(3) promulgated thereunder 
as applicable to the proposed transaction. All inter- 
ested persons are referred to the application- 
declaration, which is summarized below, for a 
complete statement of the proposed transaction. 


In order to comply with water discharge standards 
LP&L has constructed and installed at its Little 
Gypsy Steam Electric Generating Station (‘‘Little 
Gypsy Station’’) and Units 1 and 2 of its Waterford 
Steam Electric Generating Station (‘Waterford 1 
and 2"), in St. Charles Parish, Louisiana (collec- 
tively, the “St. Charles Stations’), and at its 
Sterlington Steam Electric Generating Station 
(“‘Sterlington Station’) in Ouachita Parish, 
Louisiana, certain facilities solely for water 
pollution control purposes. In 1977, prior to and in 
contemplation of the construction of such facilities, 
and pursuant to the authorization of this 
Commission as set forth in its orders dated June 15, 
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1977, June 24, 1977 and July 8, 1977 (HCAR Nos. 
20073, 20089, and 20106), LP&L arranged certain 
long-term financing for these pollution control 
facilities. In order to effect the then contemplated 
financing of the pollution control facilities at the St. 
Charles Stations (St. Charles Facilities’’), for the 
Parish to issue and sell its pollution control revenue 
bonds (‘1977 St. Charles Bonds”) in the principal 
amount of $4,000,000, for the bond sale proceeds 
to be deposited with a Trustee pursuant to an In- 
denture (St. Charles Indenture’) entered into by 
the Parish and the Trustee, for LP&L to sell the St. 
Charles Facilities to the Parish (in one or more 
completed portions) for cash, to be paid by the 
Trustee out of such proceeds, and for LP&L simul- 
taneously to repurchase from the Parish the 
facilities sold to it, on an installment payment basis, 
for an aggregated price equal to the amount of 
money required to fully pay or retire the 1977 St. 
Charles Bonds in accordance with their terms. In 
order to effect the then contemplated financing of 
the pollution control facilities at the Sterlington 
Station, LP&L entered into a substantially similar 
sale agreement with the Parish of Ouachita, 
Louisiana (“1977 Ouachita Agreement’’), and that 
Parish entered into a substantially similar Indenture 
with a Trustee (‘1977 Ouachita Indenture’’), in 
connection with the issuance and sale by that 
Parish of its pollution control revenue bonds (the 
“1977 Ouachita Bonds”) in the principal amount of 
$2,000,000. Due to the inaccurate and unduly low 
cost estimates originally made by the contractor for 
these projects and to the high rate of inflation 
during the period since such financings were 
effected in 1977, the proceeds of these 1977 bond 
issues were substantially insufficient to finance the 
respective projects to which they pertained. The 
instant application-declaration proposes additional 
long-term financing for the aforesaid pollution 
control facilities, to cover such cost overruns, 
through the issuance and sale of additional bonds of 
the nature aforesaid by the Parishes, and also to 
LP&L’s proposed long-term financing of $1 million 
of additions and improvements ("industrial 
development facilities’’), to be located on the site of 
the Sterlington Station. 


In order to effect the additional financing of the 


pollution control facilities at the St. Charles 
Stations, LP&L proposes to enter into another sale 
agreement with the Parish of St. Charles, Louisiana 
(1979 St. Charles Agreement’’), which will provide 
that before the date of the 1979 St. Charles Bonds, 
LP&L will convey the St. Charles Facilities to the 
Parish in accordance with the 1977 St. Charles 
Agreement and the Parish will reconvey the St. 
Charles Facilities to LP&L further in accordance 
with the 1977 St. Charles Agreement. The Saint 





Charles Agreement will further provide for the 
Parish to issue and sell its pollution control revenue 
bonds (‘1979 St. Charles Bonds”’) in the principal 
amount of $3,000,000, sufficient to cover the 
construction cost overruns and related costs of the 
St. Charles Facilities, for the bond sale proceeds to 
be deposited with a Trustee pursuant to an 
Indenture (‘‘St. Charles Indenture’) to be effect the 
redemption (without premium) of $750,000 
principal amount (25%) of said bonds prior to such 
maturity date. 


The 1979 St. Charles Agreement provides that 
LP&L will have the option to prepay the re-purchase 
price at any time upon payment of a premium 
corresponding to the redemption premium on said 
bonds as determined by the provisions of the 1979 
St. Charles Indenture, or without premium in 
certain extraordinary and burdensome circum- 
stances. Prepayment of the re-purchase price (with- 
out premium) will be mandatory if it is determined 
that the interest on the bonds is subject to Federal 
income tax. Under the 1979 St. Charles Indenture, 
said bonds are non-callable for redemption prior to 
July 1, 1989, except in the event that LP&L shall 
exercise its prepayment option or shall be obligated 
to pre-pay under the above mandatory prepayment 
provision, in either of which events the bonds shall 
be called and redeemed without premium. 


The 1979 St. Charles Indenture will provide for the 
establishment with the Trustee thereof of a Bond 
Fund, a Project Acquisition Fund and an Escrow 
Fund; for any accrued interest and/or premium paid 
by the purchasers of said bonds to be deposited in 
the Bond Fund and for the remainder of the sale 
proceeds to be deposited and held by the Trustee in 
the Escrow Fund and never invested to produce a 
yield greater than the yield on said bonds; and for 
the Bond Fund to be used to pay the principal of, 
premium, if any, and interest on said bonds. The 
installment payments to be made by LP&L in 
payment of the re-purchase price are to be 
deposited in the Bond Fund. On the date fixed for 
payment of all of said bonds, the moneys in the 
Escrow Fund are to be transferred to the Bond Fund 
and used for the redemption of bonds. 


In order to effect the additional financing of the 
pollution control facilities at the Sterlington Station, 
it is proposed that LP&L enter into a sale agreement 
with the Parish of Ouachita, Louisiana (‘1979 
Ouachita Agreement’’) and that said Parish will 
enter into an Indenture with a Trustee (‘1979 
Ouachita Indenture’’), which, except as hereinafter 
set forth, are substantially similar to the 1979 St. 


Charles Agreement and the 1979 St. Charles 
Indenture, respectively and that pursuant thereto 
said Parish will issue and sell its pollution control 
revenue bonds ("1979 Ouachita Bonds’’) in the 
principal amount of $1,300,000 sufficient to cover 
the above-mentioned construction overruns and 
related costs of said facilities, LP&L will thereafter 
sell the completed facilities to said Parish for cash, 
to be paid by said Trustee of the bond sale proceeds, 
and simultaneously LP&L will re-purchase said 
facilities from the Parish on aninstallment payment 
basis, all in the same manner and under the same 
terms as with respect to the financing of the St. 
Charles Facilities. The sinking fund payments under 
the 1979 Ouachita Indenture will be effective 
during the eleventh through the twenty-seventh 
years of the term of said bonds, and will effect the 
redemption (without premium) of $325,000 
principal amount of said bonds prior to maturity. 


In order to effect the contemplated financing of the 
industrial development facilities to be located on the 
site of the Sterlington Station (“Ouachita Industrial 
Development Facilities’’), it is proposed that LP&L 
enter into a sale agreement with the Parish of 
Ouachita, Louisiana, (‘‘Ouachita Industrial 
Development Agreement”) and that the Parish will 
enter into an Indenture with a Trustee (“Ouachita 
Industrial Development Indenture’’), which, except 
as hereinafter set forth, are substantially similar to 
the 1979 Ouachita Agreement and the 1979 
Ouachita Indenture, respectively; and that pursuant 
thereto LP&L will construct, install and complete 
the Ouachita Industrial Development Facilities, the 
Parish will issue and sell its industrial development 
revenue bonds (“Ouachita Industrial Development 
Bonds’’) in the principal amount of $1,000,000, to 
cover construction and related costs of the Ouachita 
Industrial Development Facilities, and LP&L will 
thereafter sell the Ouachita Industrial Development 
Facilities to the Parish for cash, to be paid by the 
Trustee out of the bond sale proceeds, and will 
repurchase said facilities from the Parish on an 
installment payment basis in the same manner and 
under the same terms as the Ouachita Facilities. 
Since the Ouachita Industrial Development 
Facilities are still to be constructed, there has been 
no prior financing agreement of this nature with 
respect to them. 


The sinking fund payments under the Ouachita 
Industrial Development Indenture will be effective 
during the eleventh through the twenty seventh 
years of the term of the Ouachita Industrial 
Development Bonds, and will effect the redemption 
(without premium) of $250,000 principal amount of 
said bonds prior to maturity. In order to satisfy legal 
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requirements with respect to such an issue of 
industrial development bonds, in lieu of the waiver 
by the Parish of all liens and resolutory conditions in 
connection with the re-sale to LP&L of the Ouachita 
Facilities, the Ouachita Industrial Development 
Agreement will provide for the subordination bythe 
Parish of any such liens, conditions and rights in 
respect of the Ouachita Industrial Development 
Facilities to the liens of the LP&L Mortgage and 
Deed of Trust, as heretofore supplemented andasit 
may be supplemented in the future, under which 
LP&L’s First Mortgage Bonds are issued. 


Each sale agreement provides that the Parish will 
sell, issue and deliver the bonds as and when but 
only if requested by LP&L, provided that the 
issuance date requested by LP&L shall be no later 
than November 2, 1979. LP&L will not be a party to 
any of the Indentures nor to the underwriting 
arrangements for any of the bonds. However, since 
the amounts of the respective installment payments 
to be made by LP&L in payment of the respective 
repurchase prices will be determined by the interest 
rates of the respective bond issues, LP&L will 
request the sale, issuance and delivery of such 
bonds only if it considers satisfactory the interest 
rate or rates thereof offered (and the amounts of the 
underwriters’ fees proposed) by the underwriters, 
and only with the further authorization of the 
Commission. It is contemplated in the last 
connection that the proposed interest rate or rates 
and the underwriters’ fees would be reported to the 
Commission by post-effective amendment to this 
application-declaration with the request that the 
Commission permit the same to become effective as 
promptly as possible. 


LP&L presently contemplates that the bonds will be 
sold to a group of underwriters who will 
immediately make a public re-offering thereof. 
However, in the event that, in the opinion of LP&L 
time, scheduling, costs and expenses, or other 
factors make it desirable or necessary that the sale 
of the bonds be effected by private placement, LP&L 
may, prior to the issuance of the Commisson’s order 
hereon, amend this application-declaration to 
propose such private placement. 


It is LP&L’s understanding that under Section 103 
of the Internal Revenue Code of 1954, as amended, 
the interest to be paid on the bonds of each of the 
three issues will be exempt from Federal income 
taxes. It is LP&L’s further understanding that the 
interest rates on bonds and other debt obligations, 
the interest on which is exempt from Federal 
income taxes, have been in the past and can be 
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expected to be when these bonds are sold 112% to 
2%2% lower, or perhaps even lower than that at this 
time, than the interest rates on bonds and other 
debt obligations of similar tenor and comparable 
quality the interest on which is not so exempt. 


A statement of the fees, commissions and expenses 
to be incurred in connection with the proposed 
transactions will be filed by amendment. It is stated 
that no state or federal commission, other than this 
Commission, has jurisdiction over the proposed 
transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 26, 1979, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the 
reasons for such request, and the issues of fact or 
law raised by the filing which he desires to contro- 
vert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request should be 
served personally or by mail upon the applicant at 
the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, 
by certificate) should be filed with the request. At 
any time after said date, the application-declara- 
tion, as filed or as it may be amended, may be 
granted and permitted to become effective as pro- 
vided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any 
notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21206/August 31, 1979 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
Wilmington, Delaware 19807 


COLUMBIA GAS OF OHIO, INC. 
COLUMBIA GAS OF WEST VIRGINIA, INC. 
COLUMBIA GAS OF KENTUCKY, INC. 
COLUMBIA GAS OF VIRGINIA, INC. 
COLUMBIA GAS OF PENNSYLVANIA, INC. 
COLUMBIA GAS OF NEW YORK, INC. 


COLUMBIA GAS OF MARYLAND, INC. 
Columbus, Ohio 


(70-6027) 


ORDER AUTHORIZING EXTENSION OF PROGRAM 
TO FINANCE HOME INSULATION INSTALLATION 
BY CONSUMERS 


Columbia Gas of Ohio, Inc. (‘Columbia of Ohio’’), a 
wholly owned subsidiary of The Columbia Gas 
System, Inc., a registered holding company, has 
filed post-effective amendments to an application 
previously filed with the Commission pursuant to 
Sections 9(a) and 10 of the Public Utility Holding 
Company Act of 1935 (‘‘Act’’) and Rule 40 promul- 
gated thereunder regarding the proposed 
transaction. 


By order dated June 20, 1978 (HCAR No. 20595) in 
this matter, the Commission authorized Columbia 
of Ohio to make loans to its home heating 
customers pursuant to a program to finance the in- 
stallation of home insulation by its home heating 
customers (‘Columbia of Ohio Program’’) for the 
year 1978 and reserved jurisdiction over loans to be 
made under the Columbia of Ohio Program in the 
years 1979 and 1980. Jurisdiction was also 
reserved with respect to similar programs to be 
initiated by the applicants other than Columbia of 


Ohio pending completion of the record with respect 
to those transactions. 


Columbia of Ohio has now filed a post-effective 
amendment to its application proposing to make 
loans pursuant to the Columbia of Ohio Program of 
up to $200,000 for each of the years 1979 and 
1980. 


It is stated that no special or separate fees, com- 
missions or expenses will be incurred in connection 
with the proposed transaction. It is further stated 
that no federal or state commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said post-effective amend- 
ments has been given in the matter prescribed in 
Rule 23 promulgated under the Act (HCAR No. 
21174), and no hearing has been requested of or 
ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the appli- 
cable standards of the Act and the rules thereunder 
are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public 
interest and in the interest of investors and con- 
sumers that said application, as amended, be 
granted effective: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application, as amended, be, and it hereby is, 
granted effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act: 


IT IS FURTHER ORDERED that the jurisdiction re- 
served in the order of June 20,.1978 with respect to 
the loans to be made under the Columbia of Ohio 
Program in the years 1979 and 1980 be, and it 
hereby is, released effective forthwith; 


IT |S FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to the Program to 
be initiated by the applicants other than Columbia of 
Ohio pending completion of the record with respect 
to those transactions. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21207/September 5, 1979 


In the Matter of 


ALABAMA POWER COMPANY 
600 North 18th Street 
Birmingham, Alabama 35291 


(70-6190) 


NOTICE OF PROPOSED NUCLEAR FUEL FINANC- 
ING 


NOTICE IS HEREBY GIVEN that Alabama Power 
Company (“Alabama”), an electric utility subsid- 
iary of The Southern Company, a registered holding 
company, has filed an application and amendments 
thereto with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 (‘‘Act’’), desig- 
nating Sections 9(a) and 10 of the Act as applicable 
to the proposed transaction. All interested persons 
are referred to the application, as amended, which 
is summarized below, for a complete statement of 
the proposed transaction. 


In order to provide funds to finance a portion of the 
nuclear fuel (““Fuel’’) requirements of the Joseph M. 
Farley Nuclear Plant Units No. 1 and No. 2 (‘Farley 
Units’‘) Alabama proposes to enter into 
arrangements whereby the Bank of America 
National Trust and Savings Association (‘‘Bank’’) 
will establish a line of credit to provide funds to a 
trustee of an express trust established pursuant toa 
trust agreement (“Trust Agreement’). The First 
National Bank of Mobile, Alabama will serve as 
trustee in connecton with the proposed transaction. 
The trustee will use such funds to pay the costs of 
acquiring, processing and fabricating the Fuel, 
including reimbursement to Alabama of Fuel costs 
incurred or to be incurred by Alabama. Alabama will 
transfer to the trustee its interest in the Fuel, will 
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lease the fabricated Fuel to Alabama pursuant to 
the nuclear fuel lease (‘‘Lease’’) described below. 
The line of credit will be in the aggregate principal 
amount of $60,000,000 and will expire March 31, 
1982, unless extended pursuant to the provisions of 
the credit agreement between the trustee and the 
Bank (‘Credit Agreement’), which will provide for 
the terms and conditions of the credit. On or before 
March 31 of each year, the trustee may request the 
Bank to extend the expiration date for an additional 
year beyond its then 3 year term, with the Bank to 
act on such request by June 30, of that year. 


The trustee will effect the borrowings in accord- 
ance with instructions from Alabama, not incon- 
sistent with the terms of the Trust Agreement and 
the Credit Agreement, as to the amount and date 
from, or prepayment to, the Bank. Each time the 
trustee borrows from the bank, the trustee will 
issue a finance bill draft having maturity of from one 
to not more than 270 days. Each finance bill draft 
will be issued by the trustee at a discount equal to 
the sum of the bid rate on comparable maturities of 
major bank certificates of deposit, the interest equi- 
valent of actual reserve requirements on such 
certificates of deposit, (or, in the case of finance bill 
drafts having a maturity of less than 30 days the 
reserve requirements shall be that of ineligible ac- 
ceptance) taxes, if any, and a commission of 14% 
per annum. 


The face value of the finance bill drafts generally 
will be in multiples of $100,000, the minimum 
value of any bill being $100,000 and the maximum 
value being $1,000,000. Finance bill drafts may be 
prepaid prior to maturity if held in the Bank’s port- 
folio and upon the payment of liquidation costs, if 
any, due to interest rate differentials and 
administrative cost of $50 per finance bill draft. In 
no event shall the maturity of a finance bill extend 
beyond the expiration of the line of credit. 


A commitment fee of % of 1% per annum must be 
paid on the unutilized portion of the line of credit, on 
a 360 day basis, payable quarterly in arrears. 


The trustee will purchase the Fuel from time totime 
with the proceeds of the loan from the Bank. The 
Lease will require payments of Alabama, including 
rent, sufficient to fully amortize all costs and ex- 
penses of the trustee over the useful life of the Fuel 
as it is consumed and requiring Alabama at the 
expiration of the line of credit to purchase the Fuel, 
whether or not it is consumed, for an amount 
sufficient to retire all debts, interest and fees of the 





trustee associated with the Bank’s commitment. 
The trustee will assign to the Bank substantially all 
rights and payments under the Lease pursuant to an 
assignment agreement with the Bank. If the Lease 
is terminated for any reason, Alabama will be 
required to purchase the Fuel immediately for an 
amount equal to the unamortized cost of the Fuel 
and repay all associated debts and any amounts 
outstanding under the line of credit, including 
accrued interest. The trustee will also be required 
to furnish the Bank with a security agreement 
(“Security Agreement’’) giving the Bank security 
interests in the Fuel and the Lease. 


The effective cost to Alabama of funds obtained 
under the nuclear fuel leasing arrangement will be 
dependent upon prevailing rates for certificates of 
deposit in the secondary market at the time of each 
borrowing. Utilizing the ninety-day certificate of 
deposit rate of 10.23% in existence at August 1, 
1979, the current reserve requirement of 8%, and 
assuming utilization of 75% of the total funds 
available under the Lease, the effective annualized 
cost rate would be 12.89%. 


If either of the Farley Units ceases to operate for 
operational reasons for 24 consecutive months 
after having been placed in commercial operation, 
Alabama will be required either to purchase that 
respective units’s Fuel immediately for an amount 
equal to the unamoritzed cost of the Fuel and repay 
any corresponding amounts outstanding under the 
line of credit or to purchase the Fuel on a 
semiannual basis over the remaining life of the line 
of credit. The proceeds of such purchases will be 
used to retire all amounts owing to the Bank. 


A statement of the fees, commissions and expenses 
to be incurred in connection with the proposed 
transaction will be filed by amendment. The 
proposed transaction has been authorized by the 
Alabama Public Service Commission. It is stated 
that no other state commission and no federal com- 
mission, other than this Commission, has 
jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 


person may, not later than October 1, 1979, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the 
reasons for such request, and the issues of fact or 
law raised by the filing which he desires to contro- 
vert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 


Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request should be 
served personally or by mail upon the applicant at 
the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At 
any time after said date, the application, as 
amended or as it may be further amended, may be 
granted as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any 
notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21208/September 6, 1979 


In the Matter of 


CENTRAL POWER AND LIGHT COMPANY 
Corpus Christi, Texas 


(70-6333) 


ORDER AUTHORIZING ACQUISITION OF COAL 
RAIL CARS 


Central Power and Light Company (“CPL”), an 
electric utility subsidiary of Central and South West 
Corporation, a registered holding company, has 
filed with the Commission an application and 
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amendments thereto pursuant to Sections 9(a) and 
10 of the Public Utility Holding Company Act of 
1935 (‘‘Act’’) regarding the proposed transaction. 


CPL seeks authorization to acquire 347 coal rail cars 
pursuant to a September 18, 1978, contract with 
FMC Corporation. The rail cars will be used for 
transporting coal from Colorado to Unit No. 1 of 
CPL’s Coleto Creek Station in Goliad County, Texas. 
The unit, planned for operation in early 1980, is to 
be supplied under a 25-year coal purchase 
contract, with deliveries of approximately 
1,280,000 tons per year. 


The 347 cars will be used in three unit trains, the 
first of which, consisting of 120 cars, is scheduled 
for delivery in September and October of 1979 and 
will have a 15-car reserve for maintenance and 
repair. The other two unit trains, consisting of 227 
cars, are scheduled for delivery in February and 
March of 1980, and will have a combined 17-car 
reserve for maintenance and repair. CPL intends 
that all of the rail cars will be used exclusively by it. It 
is stated that the 347 cars are presently estimated 
to be sufficient to transport the coal requirements of 
Unit No. 1 of the Coleto Creek Station. 


The total estimated cost for the 347 cars is 
$15,773,000 (subject to adjustment). CPL intends 
te include the full amount of such costs in its rate 


base subject to approval by applicable regulatory 
authorities. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$2,500, including legal fees of $300. Itis stated that 
no state commission and no federal commission, 
other than this Commission, has jurisdiction over 
the proposed transaction. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 promul- 
gated under the Act (HCAR No. 21175), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public 
interest and in the interest of investors and con- 
Sumers that said application, as amended, be 
granted effective: 
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IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application, as amended, be, and it hereby is, 
granted effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21209/September 6, 1979 


In the Matter of 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
Tulsa, Oklahoma 


(70-6325) 


ORDER AUTHORIZING ACQUISITION OF COAL 
RAIL CARS 


Public Service Company of Oklahoma (‘‘PSO”), an 
electric utility subsidiary of Central and South West 
Corporation, a registered holding company, has 
filed with this Commission an application and 
amendments thereto pursuant to Sections 9(a) and 
10 of the Public Utility Holding Company Act of 
1935 (“Act’’), regarding the proposed transaction. 


PSO seeks authorization to acquire 726 coal rail 
cars pursuant to a September 30, 1976, contract 
with FMC Corporation. The rail cars will be used for 
transporting coal from Wyoming to Unit Nos. 3 and 
4 of PSO’s Northeastern Station in Rogers County, 
Oklahoma. The units, planned for operation in 
August 1979 and June 1980, respectively, are tobe 
supplied under a 16-year coal purchase contract, 





with deliveries of approximately 1,500,000 tons per 
unit per year. 


The 726 cars will be used in six unit trains, the first 
of which, consisting of 133 cars, was delivered in 
March 1979. Deliveries of unit trains of 132 and 
124 cars were made in July 1979, and deliveries of 
the remaining unit trans of 120, 110 and 107 cars 
are scheduled to be made in August 1979 through 
March 1980. PSO intends that all of the rail cars 
will be used exclusively by it. Itis stated that the 726 
cars are presently estimated to be sufficient to 
transport the coal requirements of Unit Nos. 3 and 4 
of the Northeastern Station. 


The total estimated cost of the 726 cars is 
$27,162,680 (subject to adjustment). PSO intends 
‘to include the full amount of such costs in its rate 
base, subject to approval by applicable regulatory 
authorities. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$2,500, including legal fees of $300. It is stated that 
no state commission and no federal commission, 
other than this Commission, has jurisdiction over 
the proposed transaction. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 
promulated under the Act (HCAR No. 21176), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are 
necessary; and that it is appropriate in the Public 
interest and in the interest of investors and 
consumers that said application, as amended, be 
granted effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act andrules thereunder, that said 
application, aS amended, be, and it hereby is, 
granted effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulated under 
the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10852/ August 31, 1979 


SEE 


SECURITIES ACT OF 1933 
Release No. 6116/August 31, 1979 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10853/ August 31, 1979 


SEE 


SECURITIES ACT OF 1933 
Release No. 6117/ August 31, 1979 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10854/September 4, 1979 


In the Matter of 


THE CAPITOL LIFE INSURANCE COMPANY 


and 
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CAPITOL LIFE SEPARATE ACCOUNT M 
1600 Sherman Street 
Denver, Colorado 80203 


and 


MERRILL LYNCH HIGH INCOME FUND, INC. 
MERRILL LYNCH BASIC VALUE FUND, INC. 
MERRILL LYNCH CAPITAL FUND, INC. 


MERRILL LYNCH SPECIAL VALUE FUND, INC. 
and 


MERRILL LYNCH READY ASSETS TRUST 
165 Broadway 
New York, N.Y. 10080 


(812-4486) 


ORDER PURSUANT TO SECTION 11 OF THE ACT 
APPROVING CERTAIN OFFERS OF EXCHANGE 
AND ORDER PURSUANT TO SECTION 6(c) OF 
THE ACT EXEMPTING PROPOSED TRANSAC- 
TIONS FROM SECTIONS 22(d), 26(a) AND 27(c)(2) 
OF THE ACT 


The Capitol Life Insurance Company (‘‘Capitol Life’), 
a Colorado stock life insurer, Capitol Life Separate 
Account M (the “Separate Account’), a separate 
account of Capitol Life which is registered as a unit 
investment trust under the Investment Company Act 
of 1940 (‘Act’), Merrill Lynch High Income Fund, 
Inc. (“HI’’), Merrill Lynch Basic Value Fund, Inc. 
(“BV"), Merrill Lynch Capital Fund, Inc. (‘CF’), 
Merrill Lynch Special Value Fund, Inc. (‘SV’), and 
Merrill Lynch Ready Assets Trust (‘RA’), (herein- 
after collectively referred to as ‘‘Applicants’’), filed an 
application on June 1, 1979, and an amendment 
thereto on August 1, 1979, pursuant to Section 11 of 
the Act for an amended Order approving certain 
offers of exchange, and pursuant to Section 6(c) of 
the Act for an amended Order of exemption from the 
provisions of Sections 26(a) and 27(c)(2) and an 
exemption from the provisions of Section 22(d) of the 
Act. 


On August 6, 1979, the Commission issued a notice 
(Investment Company Act Release No. 10811) of the 
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filing of the application. The notice gave interested 
persons an opportunity to request a hearing and 
stated that an order disposing of the application 
would be issued as of course unless a hearing should 
be ordered. No request for a hearing has been filed 
and the Commission has not ordered a hearing. 


The matter has been considered and it has been 
found that the granting of the application is appro- 
priate in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 11 of the Act, 
to the extent necessary, that the proposed offers of 
exchange be approved and, 


IT IS FURTHER ORDERED, pursuant to Section 6(c) 
of the Act, that the application for exemption of the 
proposed transactions from the provisions of 
Sections 26(a), 27(c)(2), and Section 22(d) of the Act 
is hereby granted effective forthwith. 


For the Commission by the Division of Investment 
Management pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10855/September 5, 1979 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16161/September 5, 1979 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10856/September 5, 1979 





In the Matter of 


SHENANDOAH VARIABLE ANNUITY FUND A 
2301 Brambleton Avenue S.W. 
Roanoke, VA 24015 


(811-1782) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO 
BE AN INVESTMENT COMPANY 


On August 9, 1979, a notice was issued (investment 
Company Act Release No. 10825) stating that 
Shenandoah Variable Annuity Fund A (the ‘‘Appli- 
cant’’), an open-end, diversified, management invest- 
ment company registered under the Investment 
Company Act of 1940 (the ‘‘Act’’), had filed an appli- 
cation on July 17, 1979, pursuant to Section 8(f) of 
the Act, for an order of the Commission declaring 
that it has ceased to be an investment company as 
defined in the Act. 


The notice gave interested persons as opportunity to 
request a hearing, and stated that an order disposing 
of the application would be issued as of course unless 
a hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Shenandoah Variable Annuity 
Fund A under the Act shall forthwith cease to be in 
effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10857/September 5, 1979 


In. the Matter of 


THIRD GENERATION TAX EXEMPT BOND 
TRUST, SERIES 1 (AND SUBSEQUENT SERIES) 


and 


FIRST ALBANY MUNICIPALS, A DIVISION OF 
FIRST ALBANY CORPORATION 

41 State Street 

Albany, New York 12207 


(812-4442) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS 
OF SECTION 26(a)(2) OF THE ACT 


Third Generation Tax Exempt Bond Trust, Series 1 
(and Subsequent Series) (the ‘“‘Fund”), a unit invest- 
ment trust registered under the Investment Company 
Act of 1940 (the ‘‘Act’’) and its sponsor, First Albany 
Municipals, A Division of First Albany Corporation 
(the ‘‘“Sponsor’’) (collectively the ‘‘Applicants’’), filed 
an application on May 4, 1979, and amendments 
thereto on May 11, 1979, and May 17,1979, for an 
order of the Commission pursuant to Section 6(c) of 
the Act exempting the Applicants from the provisions 
of Section 26(a)(2) of the Act to the extent necessary 
to permit the various series of the Fund to bear the 
costs of their organizational expenses directly. 


On August 7, 1979, a notice (Investment Company 
Act Release No. 10819) was issued on the filing of 
said application. The notice gave interested persons 
an opportunity to request a hearing, and stated that 
an order disposing of the application would be issued 
as of course unless a hearing should be orderd. No 
request for a hearing has been filed, and the Commis- 
sion has not ordered a hearing. 


The matter having been considered, it is found that 
the granting of the requested exemption is appropri- 
ate in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 
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IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions 
of Section 26(a)(2) of the Act, to the extent 
requested, be and hereby is, granted, effective forth- 
with. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10858/September 5, 1979 


In the Matter of 


UNION BANK OF FINLAND, LTD. 
Aleksanterinkatu, 30 

SF - 00101 Helsinki 10 

Finland 


(812-4474) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANT FROM ALL PROVISIONS 
OF THE ACT 


Union Bank of Finland, Ltd. (‘‘Applicant’’) filed an 
application on May 11, 1979, and amendments there- 
to on August 6, 1979, and August 22, 1979, 
requesting that the Commission issue an order 
pursuant to Section 6(c) of the Investment Company 
Act of 1940 (‘‘Act’’) exempting Applicant from all 
provisions of the Act. 


The amendment of August 22, 1979, confirms several 
representations made by Applicant and summarized 
in the notice of the above application. Specifically, 
the amendment states that the commercial paper 
notes to be offered in the United States will be in 
minimum denominations of $100,000; that Applicant 
does not seek Commission review or approval of the 
opinion of Applicant’s special legal counsel in the 
United States regarding the availabilitly of an 
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exemption for the presently proposed offering under 
the Securities Act of 1933 (‘1933 Act’’) which 
Applicant will have received prior to issuance or sale 
of its commercial paper notes; that Applicant will 
appoint the Counsul General of Finland at New York 
New York as its agent to accept service of process in 
any action based on Applicant’s commercial paper 
notes in any State or Federal court by the holder of 
any of Applicant’s commercial paper notes, and that 
the Finnish Counsul General is authorized to accept 
such appointment. 


On August 10, 1979, a notice was issued of the filing 
of the above application (Investment Company Act 
Release No. 10826). The notice gave interested 


persons an opportunity to request a hearing, and 
stated that an order disposing of the application 
would be issued as of course unless a hearing should 
be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
the granting of the exemption requested is appropri- 
ate in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from all provisions 
of the Act be, and hereby is, granted, effective forth- 
with, subject to the following conditions: (1) Appli- 
cant will ensure that the dealer in its presently 
proposed commercial paper offering will provide to 
each offeree of its commercial paper notes a memo- 
randum which decribes the business of Applicant and 
includes Applicant’s most recent publicly available 
fiscal year-end balance sheet and income statement, 
which shall have been audited in such manner as is 
customarily done for Applicant by Finnish auditors; 
the aforementioned memoranda shall be at least as 
comprehensive as those customarily used in commer- 
cial paper offerings in the United States and will be 
updated periodically to reflect material changes in 
Applicant's financial status to the extent not previ- 
ously reflected in such memoranda or aforemen- 
tioned financial statements and (2) any future 
offerings by Applicant of its securities in the United 
States will be made only pursuant to a registration 
statement under the 1933 Act or pursuant to an 
applicable exemption from registration under the 1933 
Act, and any such offering will be made on the basis 
of a disclosure document appropriate for such regis- 
tration or exemption, as the case may be, and in any 
event at least as comprehensive as that used in the 
presently proposed offering; Applicant will ensure 





that such a disclosure document will be provided to 
each offeree who has indicated an interest in the 
securities then being offered prior to any sale of such 
securities to such offeree, except that in the case of 
an offering made pursuant to a registration 
statement under the 1933 Act such a disclosure 
document will be provided to such persons and in 
such manner as may be required by the 1933 Act and 
the rules and regulations thereunder. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10859/September 5, 1979 


In the Matter of 


POSTIPANKKI 

c/o H. Rodgin Cohen, Esq. 
Sullivan & Cromwell 

125 Broad Street 

New York, New York 10004 


(812-4484) 


NOTICE OF APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANT FROM ALL PROVISIONS 
OF THE ACT 


NOTICE IS HEREBY GIVEN that Postipankki (‘“Appli- 
cant’’) filed an application on June 4, 1979, and an 
amendment thereto on August 17, 1979, for an order 
of the Commission pursuant to Section 6(c) of the 
Investment Company Act of 1940 (’’Act’’) exempting 
Applicant from all provisions of the Act. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


Applicant states that it is a Finnish bank, constituted 


under the terms of a 1969 act of the Republic of 
Finland (‘‘Postipankki Act’’), as a ‘‘financial institu- 
tion which operates on the responsibility of the 
Republic of Finland.’ Applicant represents that it is 
wholly-owned and controlled by the Republic of 
Finland. According to the application, as of 
December 31, 1978, Applicant's asset totaled 
approximately $2.9 billion, and total deposits were 
approximately $2.0 billion. Applicant states that it has 
no class of capital stock. 


According to the application, Applicant primarily 
engages in receiving deposits and making loans. 
Applicant states that the Finnish Parliament has 
directed it to run banking activities as well as postal 
giro service and other duties assigned to it by the 
government. The application indicates that the Posti- 
pankki Act defines banking activities to include 
deposits and loans, payment and collection service, 
executor and trustee business, stockbroking, 
currency transactions and bank guarantees. In 
addition, under permission of the Finnish Ministry of 
Finance, Applicant may invest in domestic and, with 
the approval of the Bank of Finland, foreign credit or 
financial institutions. According to the application, 
Applicant may not issue obligations payable to bearer 
except with permission of the Finnish Ministry of 
Finance. 


As of December 31, 1978, loans and advances, other 
than those made of the Investment Fund of Finland, 
aggregated $1,862,000,000 and constituted approxi- 
mately 65% of its total assets. According to the 
application, Applicant also manages the funds of the 
Investment Fund of Finland which total approxi- 
mately $320,000,000 and which are loaned primarily 
to industry and utilities. The application indicates that 
73% of Applicant’s revenue is interest income, and 
that service fees and commissions account for 
approximately 19%. 


Applicant represents that it is under the direct super- 
vision of the Finnish Ministry of Finance because 
the Republic of Finland is responsible for the activities 
of the Applicant. The Postpankki Act provides that 
the Applicant ‘‘operates on the responsibility of the 
Republic of Finland.’’ The application states that in 
the opinion of Finnish counsel the Republic of Finland 
is obligated under the Postipankki Act to take all 
necessary actions that the solvency of Applicant is 
maintained and its obligations are fulfilled. Applicant 
also represents that holders of its notes have the 
Republic of Finland as their ultimate source of repay- 
ment. 
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According to the application, Applicant proposes to 
issue and sell unsecured prime quality commercial 
paper notes in bearer form and denominated in 
United States dollars to a commercial paper dealer in 
the United States which will reoffer the notes in 
minimum denominations of $100,000 to institutional 
investors and other entities and individuals that 
normally purchase commercial paper. Applicant 
states that it does not intend to sell the notes in the 
United States in excess of an aggregate of 
$70,000,000 at any one time outstanding. Applicant 
states that its purpose for making this offering is to 
provide an alternative source of supply of United 
States dollars to supplement dollars currently 
obtained in the Eurodollar market. Applicant repre- 
sents that its notes will rank pari passu among them- 
selves and equally with all other unsecured indebted- 
ness and superior to equity stock, if any. Applicant 
plans to sell the notes without registration under the 
Securities Act of 1933 (the ‘’1933 Act’’), in reliance 
upon an opinion of its American counsel that the 
offering will qualify for an exemption from the regis- 
tration requirements of the 1933 Act provided for 
certain short-term commercial paper by Section 
3(a)(3) thereof. Applicant states that it will not 
proceed with its proposed offering until it has 
received such an opinion letter. Applicant does not 
request Commission review or approval of such 
opinion letter and the Commission expresses no 
opinion as to the availability of any such exemption. 
Applicant further represents that the presently 
proposed issue of securities and all future issues of 
securities shall have received prior to issuance one of 
the three highest investment grade ratings from at 
least one nationally recognized statistical rating 
organization, and that its United States counsel shall 
have certified that such rating has been received. 


Applicant states that the United States commercial 
paper dealer selling the notes will provide each 
offeree of the notes prior to the purchase with a 
memorandum describing Applicant’s business and 
including the most recent publicly available fiscal 
year-end balance sheet and income statement of 
Applicant, which shall have been audited in such a 
manner as is customarily done for Applicant by 
Finnish auditors. Applicant states that it does not 
intend to include in such memorandum a presenta- 
tion of its financial position prepared in accordance 
with United States generally accepted accounting 
principles because application of such principles to 
applicant’s financial statement could not accurately 
be done. Applicant represents that such memoranda 
will be at least as comprehensive as those customarily 
used by United States bank holding companies in 
offering commercial paper in the United States. Such 
memoranda will be updated annually, as well as 
periodically, to reflect material changes in Applicant's 
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financial position. Applicant consents to having any 
order granting the relief requested under Section 6(c) 
of the Act being expressly conditioned upon its 
compliance with the foregoing undertakings concern- 
ing disclosure documents. Applicant further under- 
takes that any further offering of its securities in the 
United States, which may include debt securities 
other than commercial paper, will be done on the 
basis of disclosure documents at least as compre- 
hensive as those described above and as those 
customarily used in United States offerings of such 
securities. Applicant states that future offerings will 
not include shares of its capital stock. 


Applicant represents that it will appoint a bank in the 
United States as its authorized agent to accept 
service of process in any action based on the notes 
and instituted in any state or federal court by the 
holder of any note. Applicant further represents that 
it will expressly accept the jurisdiction of any state or 
federal court in the City and State of New York with 
respect to any such action and that both its appoint- 
ment of an authorized agent and its consent to juris- 
diction will be irrevocable until all amounts due and to 
become due with respect to the notes have been paid 
by the Applicant. Applicant undertakes that it will 
similarly consent to jurisdiction and will appoint an 
agent for service of process, which may be the 
Commission, in suits arising from any other offering 
of debt securities that it may make in the United 
States, which offerings Applicant states may include 
debt securities. 


Section 3(a)(3) of the Act defines investment 
company to mean “‘any issuer which is engaged or 
proposes to engage in the business of investing, rein- 
vesting, owning, holding, or trading in securities, and 
owns or proposes to acquire investment securities 
having a value exceeding 40 per centum of the value 
of such issuer's total assets (exclusive of Government 
securities and cash items) on an unconsolidated 
basis.” Applicant states that there is uncertainty as to 
whether it would be considered an investment 
company as defined under the Act. 


Section 6(c) of the Act provides, in pertinent part, 
that the Commission, by order upon application, may 
conditionally or unconditionally exempt any person, 
security, or transaction, or any class or classes of 
persons, securities, or transactions, from any provi- 
sion under the Act or any rule or regulation there- 
under, if and to the extent that such exemption is 
necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 





Applicant requests an order pursuant to Section 6(c) 
of the Act exempting it from all provisions of the Act. 
Applicant submits that it is extensively regulated by 
the Finnish Ministry of Finance and the Finnish 
Cabinet and, therefore, that application of require- 
ments of the Act to Applicant would be unnecessary 
and burdensome. Applicant also asserts that its 
capital structure could not be conformed to the 
provisions of the Act. As an entity wholly-owned by 
the Republic of Finland and subject to Finnish 
governmental control and regulation, Applicant 
submits that it is significantly different from the type 
of institution that Congress intended the Act to 
regulate. Applicant further asserts that an exemption 
pursuant to Section 6(c) of the Act would benefit 
institutional and other sophisticated investors of the 
United States, since they would otherwise be 
precluded from purchasing Applicant’s commercial 
paper. Moreover, the application contends that 
because of the development of the large Eurodollar 
market, the major foreign banks which deal in that 
market need a source of dollars in the event of even a 
short disruption in the market. Applicant concludes 
that granting an exemptive order pursuant to Section 
6(c) of the Act would be appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 1, 1979, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a state- 
ment as to the nature of his interest, the reason for 
such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued of course following said date unless the 
Commission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing 
is ordered, will receive any notices and orders issued 
in this matter, including the date of the hearing (if 
ordered) and any postponement thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10860/September 6, 1979 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16163/September 6, 1979 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10861/September 6, 1979 


In the Matter of 


KEYSTONE CUSTODIAN FUND, SERIES S-2 
99 High Street 
Boston, Massachusetts 02110 


(811-99) 


ORDER PURSUANT TO SECTION 8&(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO 
BE AN INVESTMENT COMPANY 


Keystone Custodian Funds, Inc., as trustee for 
Keystone Custodian Fund, Series S-2 (‘Fund’), filed 
an application pursuant to Section 8(f) of the Invest- 
ment Company Act of 1940 (‘‘Act’’) on March 5, 
1979, and amendments thereto on July 10, 1979, and 
July 26, 1979, for an order of the Commission 
declaring that the Fund, a diversified open-end 
management investment company registered under 
the Act which was organized as a common law trust 
under the laws of the Commonwealth of 
Pennsylvania, has ceased to be an investment 
company. 


On August 6, 1979, a notice (Investment Company 
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Release No. 10810) was issued of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been 
filed, and the Commission has not ordered a hearing. 


The matter has been considered and it is found that 
the Fund has ceased to be an investment company as 
defined in the Act. Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Keystone Custodian 
Fund, Series S-2, shall forthwith cease to be in 
effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT ADVISERS ACT OF 1940 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 697/ August 31, 1979 


SEE 


SECURITIES ACT OF 1933 
Release No. 6117/ August 31, 1979 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 698/September 5, 1979 


SEE 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16161/September 5, 1979 








LITIGATION 





Litigation Release No. 8860/September __, 1979 


SECURITIES AND EXCHANGE COMMISSION v. 
THE STARR BROADCASTING GROUP, INC., et 
al.,Civil Action No. 79-0357 (United States District 
Court for the District of Columbia) 


The Securities and Exchange Commission (‘‘Commis- 
sion’’) announced today that the Honorable Gerhard 
Gesell, United States District Judge for the District of 
Columbia, issued Final Judgments of Permanent 
Injunction (‘‘Final Judgment’) against Norman C. 
Francis (‘‘Francis’’) and Mack H. Hannah, Jr. 
(‘Hannah’), formerly members of the Board of 
Directors of the Starr Broadcasting Group, Inc. 
(““SBG’’). Francis and Hannah agreed to the issuance 
of all Final Judgments without admitting or denying 
the allegations of the Commission’s Complaint. 


The Final Judgments were issued pursuant to 
Stipulations entered into between Francis and the 
Commission and between Hannah and the 
Cominission, arising out of a civil injunctive action 
filed by the Commission on February 7, 1979, against 
SEG, a national bank and nine individuals who served 
as SBG’s entire Board of Directors. 


The principal allegation against Francis and Hannah 
in the Commission’s Complaint was that, while they 
did not benefit from the alleged transactions and 
while they did not personally prepare the reports of 
SBG filed with the Commission, each had the 
responsibility as a director to insure that such reports 
complied with applicable sections and rules of the 
federal securities laws. 


The Final Judgments enjoin Francis and Hannah, 
while serving as officers or directors of any publicly 
held reporting company, from causing such company 
to file reports with the Commission which contravene 





applicable reporting requirements of the Securities 
Exchange Act of 1934 and from obtaining or 
extending credit in contravention of the margin rules 
of the Commission and the Federal Reserve Board. 
This action with respect to Francis and Hannah, 
including the claims as to which no relief is ordered, 
is terminated by these Final Judgments. Nine other 
defendants settled previously. 


Further information regarding the Commission's 
action can be found in Litigation Release No. 8667, 
dated February 7, 1979; Litigation Release No. 8702, 
dated March 26, 1979; Litigation Release No. 8713, 
dated April 9, 1979; and Litigation Release No. 8792, 
dated June 22, 1979. 





Litigation Release No. 8861/September 6, 1979 


SECURITIES AND EXCHANGE COMMISSION v. 
LAWRENCE H. KRUTT AND SHIRLEY 8. KRUTT 
(S.D. Fla., Civil Action No. 79-3402-CIV-SMA) 


Jule B. Greene, Administrator, Atlanta Regional 
Office, and William Nortman, Associate Regional 
Administrator, Miami Branch Office of the Securities 
and Exchange Commission, jointly announce that on 
August 2, 1979, the Commission filed a Complaint in 
the United States District Court, Southern District of 
Florida, seeking to enjoin Lawrence H. Krutt (’’L. 
Krutt’’) and Shirley B. Krutt (“’S. Krutt’’) from further 
violating and aiding and abetting violations of the 
anti-fraud provisions of the Securities Exchange Act 
of 1934. 


L. Krutt, who resides in Miami, Florida, is the 
treasurer and director of Beverage Canners, Inc. 
(“BCAN”), a Florida corporation whose common 
stock is traded in the over-the-counter market. S. 
Krutt is his wife. 


The Commission's Complaint alleges that on or about 
February 21, 1978 and thereafter on March 8, and 
March 13, 1978, S. Krutt, on the basis and while in 
possession of material non-public information con- 
cerning an impending tender offer by BCAN for its 
own common stock, which information was obtained 
by L. Krutt in his capacity as an officer and director 
of BCAN, placed three separate orders to purchase 
he common stock of BCAN. These orders resulted in 
the purchase of 2,000 shares prior to BCAN’s public 


announcement of the tender offer. Thereafter, the 
securities so purchased were tendered, at a profit by 
the defendants, in May, 1978. 


On August 27, 1979, the defendants L. Krutt and S. 
Krutt submitted to the Court their consents to the 
entry of permanent injunctions and order of disgorge- 
ment as sought by the Commission. The consents are 
submitted without admitting or denying the allega- 
tions of the Commission’s Complaint. In addition to 
the consents to the entry of permanent injunctions, 
the defendants also consented to an order requiring 
them to disgorge the sum of $5,000, representing the 
profits obtained as a result of the purchase and 
subsequent tender of BCAN common stock. The 
defendants further agreed to pay the reasonable 
costs of identifying the sellers of BCAN stock so that, 
pursuant to further court order, distribution to such 
sellers may be made. 


On August 30, 1979, the Honorable Sidney M. 
Aronovitz entered a Final Judgment of Permanent 
Injunction and Order of Disgorgement. 





Litigation Release No. 8862/September 6, 1979 


SEC. v. FIRST FINANCIAL GROUP OF TEXAS, 
INC., et al. (S.D.TX/Houston Div.) (CA H-79-1772) 


Michael J. Stewart, Administrator of the Fort Worth 
Regional Office, announced that on August 24, 1979, 
the Honorable Carl O. Bue of the United States 
District Court for the Southern District of Texas, 
Houston Division, entered an order temporarily 
restraining First Financial Group of Texas, Inc. (First 
Financial), Vining Towner Reynolds, Jr., and William 
H. Howton, all of Houston, Texas, from violations of 
the antifraud provisions of the Securities Act of 1933 
and the Securities Exchange Act of 1934. The entry 
of the order followed the filing of a complaint on the 
same date, in which the Commission alleged that 
the defendants have offered and sold to banks and 
other institutions securities in the form of packages of 
government guaranteed student loans with an agree- 
ment to repurchase the packages at the end of a 
specified term. 
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According to the Commission’s complaint, the 
defendants falsely represented that First Financial's 
financial condition was such that it would be able to 
repurchase the securities and that the securities 
would be held in safekeeping for First Financial's 
customers. The complaint further alleges that First 
Financial has defaulted on its obligations to 
customers resulting in losses of at least $4,500,000. 


The Court set a hearing on the Commission's motion 
for preliminary injunction for August 31, 1979. 





Litigation Release No. 8863/September 6, 1979 


SEC. v. ASSET MANAGEMENT CORPORATION, ET 
AL. (S.D. IND., CIVIL NO. IP 78-34-C) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office of the Securities and Exchange 
Commission (Commission) announced that on 
August 24, 1979, Federal Judge William E. Steckler 
entered a final judgment permanently enjoining David 
L. Kimball (Kimball) from future violations of the 
registration and antifraud provisions of the Federal 
securities laws. The injunction was issued in connec- 
tion with the sale of limited partnership interests of 
A. M. Coal Partners-1976 A through E. 


On January 16, 1978, the Commission filed a civil 
action in the Southern District of Indiana naming 
Kimball, among others, as a defendant. The Commis- 
sion’s complaint alleged that in connection with the 
offer and sale of limited partnership interests, Kimball 
made misrepresentations and omitted to state 
material facts concerning, among other things, the 


use of the proceeds derived from the sale of the 
limited partnership interests, the existence and 
ownership of leasehold interests, the application for 
and the granting of mining permits, and the existence 
of mining operations. Kimball consented to the 


injunction without admitting or denying the allega- 
tions in the Commission's complaint. 





Litigation Release No. 8864/September 6, 1979 


UNITED STATES v. RICHARD S. BERRY (District of 
Arizona, CR 79-038 PHX) 


Michael D. Hawkins, United States Attorney for the 
District of Arizona and Robert H. Davenport, 
Administrator of the Denver Regional Office of the 
Securities and Exchange Commission, announced 
that on August 20, 1979 a Federal District Court jury 
in Phoenix found Richard S. Berry, an attorney, 
guilty of one count of conspiracy to obstruct an 
investigation, commit perjury and suborn perjury 
before the Securities and Exchange Commission and 
falsely testify in the U. S. District Court for the 
Western District of Texas. The defendant was 
acquitted of two counts of subordination of perjury 
and two counts of obstruction of proceedings before 
the Securities and Exchange Commission concerning 
an investigation of Bankers Trust Company of New 
Mexico. 


For further information see Litigation Release No. 
8704. 
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